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 ﾠ
Economic	 ﾠsociology	 ﾠstudies	 ﾠof	 ﾠmarket	 ﾠprocesses	 ﾠpay	 ﾠclose	 ﾠattention	 ﾠto	 ﾠa	 ﾠgreat	 ﾠmany	 ﾠtrades,	 ﾠsuch	 ﾠas	 ﾠthe	 ﾠ
advertizing	 ﾠbusiness,	 ﾠinvestment	 ﾠbusiness,	 ﾠgarment	 ﾠmanufacturing	 ﾠbusiness	 ﾠand	 ﾠcar	 ﾠmanufacturing	 ﾠ
business	 ﾠ(Baker,	 ﾠFaulkner	 ﾠand	 ﾠFisher,	 ﾠ1998;	 ﾠPodolny,	 ﾠ1993;	 ﾠUzzi,	 ﾠ1997;	 ﾠBiggart	 ﾠand	 ﾠGuillen,	 ﾠ1999).	 ﾠThe	 ﾠ
market	 ﾠin	 ﾠtransformation-ﾭ‐era	 ﾠChina	 ﾠis	 ﾠthe	 ﾠsubject	 ﾠof	 ﾠboth	 ﾠpractice	 ﾠand	 ﾠcreation	 ﾠand	 ﾠallows	 ﾠresearchers	 ﾠ
convenient	 ﾠaccess	 ﾠto	 ﾠthe	 ﾠfield	 ﾠand	 ﾠto	 ﾠpersonally	 ﾠwitness	 ﾠthe	 ﾠgenerative	 ﾠprocesses	 ﾠof	 ﾠvarious	 ﾠkinds	 ﾠof	 ﾠ
markets.	 ﾠ(Shen	 ﾠYuan,	 ﾠ2007).	 ﾠThis	 ﾠpaper	 ﾠis	 ﾠa	 ﾠcase	 ﾠstudy	 ﾠon	 ﾠthe	 ﾠmarket	 ﾠprocesses	 ﾠof	 ﾠChina’s	 ﾠpaint	 ﾠand	 ﾠ
coating	 ﾠmaterials	 ﾠtrade,	 ﾠand	 ﾠthe	 ﾠvenue	 ﾠof	 ﾠthe	 ﾠstudy	 ﾠ(Gao	 ﾠBao,	 ﾠ2008)	 ﾠis	 ﾠthe	 ﾠcivilian-ﾭ‐use	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠ
distributor	 ﾠnetwork	 ﾠof	 ﾠCP	 ﾠ(hereinafter	 ﾠreferred	 ﾠto	 ﾠas	 ﾠ“CP	 ﾠnetwork”),	 ﾠa	 ﾠforeign-ﾭ‐funded	 ﾠenterprise	 ﾠof	 ﾠ
considerable	 ﾠinfluence	 ﾠin	 ﾠthe	 ﾠtrade.	 ﾠThis	 ﾠarticle	 ﾠuses	 ﾠincentives	 ﾠas	 ﾠits	 ﾠnarrative	 ﾠthread	 ﾠto	 ﾠdescribe	 ﾠand	 ﾠ
analyze	 ﾠthe	 ﾠgovernance	 ﾠand	 ﾠshifts	 ﾠin	 ﾠthe	 ﾠCP	 ﾠnetwork’s	 ﾠgenesis,	 ﾠexpansion,	 ﾠand	 ﾠdisintegration	 ﾠ(wa	 ﾠjie).	 ﾠ
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China’s	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry	 ﾠhas	 ﾠdeveloped	 ﾠrapidly	 ﾠin	 ﾠthe	 ﾠ1990s,	 ﾠand	 ﾠin	 ﾠ1991,	 ﾠannual	 ﾠnational	 ﾠ
output	 ﾠof	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠwas	 ﾠone	 ﾠmillion	 ﾠtons.	 ﾠ	 ﾠ
	 ﾠIn	 ﾠ2007,	 ﾠChina	 ﾠbecame	 ﾠthe	 ﾠworld’s	 ﾠsecond	 ﾠbiggest	 ﾠproducer	 ﾠof	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠas	 ﾠthe	 ﾠnational	 ﾠyearly	 ﾠ
output	 ﾠof	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠrose	 ﾠto	 ﾠ5,972,800	 ﾠtons.	 ﾠForeign-ﾭ‐funded	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠenterprises	 ﾠ
participated	 ﾠin	 ﾠthe	 ﾠdevelopment	 ﾠof	 ﾠthe	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠindustry,	 ﾠand	 ﾠthe	 ﾠfirst	 ﾠto	 ﾠenter	 ﾠthe	 ﾠChinese	 ﾠ
market	 ﾠbecame	 ﾠindustry	 ﾠleaders.	 ﾠBy	 ﾠ1995,	 ﾠfive	 ﾠforeign-ﾭ‐funded	 ﾠenterprises	 ﾠhad	 ﾠentered	 ﾠin	 ﾠthe	 ﾠform	 ﾠof	 ﾠ
Chinese-ﾭ‐foreign	 ﾠjoint	 ﾠventures.	 ﾠWith	 ﾠpolicy	 ﾠpermission,	 ﾠthese	 ﾠeventually	 ﾠchanged	 ﾠover	 ﾠto	 ﾠbecome	 ﾠ
exclusively	 ﾠforeign-ﾭ‐owned	 ﾠenterprises.	 ﾠ	 ﾠAnd	 ﾠby	 ﾠthe	 ﾠyear	 ﾠ2007,	 ﾠall	 ﾠwell	 ﾠknown	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠ
manufacturers	 ﾠin	 ﾠthe	 ﾠworld	 ﾠhad	 ﾠset	 ﾠup	 ﾠexclusively	 ﾠowned	 ﾠenterprises	 ﾠin	 ﾠChina.	 ﾠThe	 ﾠperformances	 ﾠof	 ﾠ
these	 ﾠforeign-ﾭ‐funded	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠfactories	 ﾠwere	 ﾠamong	 ﾠthe	 ﾠbest	 ﾠin	 ﾠthe	 ﾠindustry.	 ﾠTake	 ﾠfor	 ﾠexample	 ﾠ
the	 ﾠnet	 ﾠprofits	 ﾠgrowth	 ﾠrate.	 ﾠAmong	 ﾠthe	 ﾠeight	 ﾠforemost	 ﾠforeign-ﾭ‐funded	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠenterprises	 ﾠin	 ﾠ
2006,	 ﾠthe	 ﾠhighest	 ﾠgrowth	 ﾠrate	 ﾠreached	 ﾠ332.81	 ﾠpercent,	 ﾠand	 ﾠthe	 ﾠlowest	 ﾠwas	 ﾠ18.66	 ﾠpercent,	 ﾠwhereas	 ﾠthe	 ﾠ
overall	 ﾠaverage	 ﾠgrowth	 ﾠrate	 ﾠof	 ﾠprofits	 ﾠfor	 ﾠthe	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠindustry	 ﾠin	 ﾠthat	 ﾠyear	 ﾠwas	 ﾠno	 ﾠmore	 ﾠthan	 ﾠ
0.83	 ﾠpercent	 ﾠ(China	 ﾠPaint	 ﾠand	 ﾠCoatings	 ﾠIndustry	 ﾠAnnual	 ﾠ1991-ﾭ‐1995;	 ﾠChina	 ﾠPaint	 ﾠand	 ﾠCoatings	 ﾠIndustry	 ﾠ
Annual	 ﾠ2007)	 ﾠ
	 ﾠThe	 ﾠCP	 ﾠCompany,	 ﾠwhich	 ﾠis	 ﾠthe	 ﾠfocus	 ﾠof	 ﾠresearch	 ﾠin	 ﾠthis	 ﾠpaper,	 ﾠwas	 ﾠone	 ﾠof	 ﾠthe	 ﾠfirst	 ﾠforeign-ﾭ‐funded	 ﾠpaint	 ﾠ
and	 ﾠcoatings	 ﾠenterprises	 ﾠto	 ﾠenter	 ﾠChina.	 ﾠThe	 ﾠcompany	 ﾠcame	 ﾠto	 ﾠChina	 ﾠin	 ﾠthe	 ﾠform	 ﾠof	 ﾠa	 ﾠChinese-ﾭ‐foreign	 ﾠ
joint	 ﾠventure	 ﾠin	 ﾠ1992,	 ﾠand	 ﾠbecame	 ﾠthe	 ﾠfirst	 ﾠexclusively	 ﾠforeign-ﾭ‐owned	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠenterprise	 ﾠin	 ﾠ
1994.	 ﾠThe	 ﾠCP	 ﾠCompany	 ﾠcurrently	 ﾠhas	 ﾠnine	 ﾠmember	 ﾠcompanies	 ﾠwith	 ﾠindependent	 ﾠaccounts	 ﾠand	 ﾠ
manufacturing	 ﾠplants,	 ﾠwith	 ﾠabout	 ﾠfour	 ﾠthousand	 ﾠemployees.	 ﾠThe	 ﾠtransnational	 ﾠgroup	 ﾠto	 ﾠwhich	 ﾠit	 ﾠis	 ﾠ
affiliated	 ﾠalso	 ﾠpossesses	 ﾠother	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠenterprises	 ﾠin	 ﾠChina.	 ﾠ	 ﾠCP	 ﾠconsistently	 ﾠmaintains	 ﾠan	 ﾠ
annual	 ﾠsales	 ﾠincrease	 ﾠof	 ﾠ20	 ﾠto	 ﾠ30	 ﾠpercent—which	 ﾠis	 ﾠamong	 ﾠthe	 ﾠsteadiest	 ﾠand	 ﾠmost	 ﾠremarkable	 ﾠin	 ﾠthe	 ﾠ
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a	 ﾠkey	 ﾠprop	 ﾠin	 ﾠits	 ﾠmother	 ﾠcompany’s	 ﾠadvancement	 ﾠand	 ﾠit	 ﾠis	 ﾠone	 ﾠof	 ﾠthe	 ﾠworld’s	 ﾠforemost	 ﾠmanufacturers	 ﾠof	 ﾠ
paint	 ﾠand	 ﾠcoatings.	 ﾠThe	 ﾠCP	 ﾠCompany’s	 ﾠrapid	 ﾠgrowth	 ﾠhas	 ﾠbeen	 ﾠcalled	 ﾠa	 ﾠ“miracle”	 ﾠof	 ﾠChina’s	 ﾠpaint	 ﾠand	 ﾠ
coatings	 ﾠindustry,	 ﾠand	 ﾠthe	 ﾠdirection	 ﾠin	 ﾠwhich	 ﾠit	 ﾠhas	 ﾠled	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠtrade	 ﾠhas	 ﾠbecome	 ﾠa	 ﾠgoal	 ﾠ
for	 ﾠother	 ﾠaspiring	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠenterprises.	 ﾠ“Who	 ﾠcan	 ﾠbeat	 ﾠCP”	 ﾠis	 ﾠan	 ﾠindustry	 ﾠtopic	 ﾠfor	 ﾠwhich	 ﾠthere	 ﾠ
is	 ﾠyet	 ﾠno	 ﾠdefinite	 ﾠanswer.	 ﾠ	 ﾠ
	 ﾠChina’s	 ﾠsales	 ﾠvolume	 ﾠof	 ﾠcivilian-ﾭ‐use	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠaccounts	 ﾠfor	 ﾠ15	 ﾠpercent	 ﾠof	 ﾠthe	 ﾠworldwide	 ﾠvolume	 ﾠ
(China	 ﾠPaint	 ﾠand	 ﾠCoatings	 ﾠIndustry	 ﾠAnnual	 ﾠ2007:	 ﾠ15).	 ﾠCivilian-ﾭ‐use	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠare	 ﾠalso	 ﾠthe	 ﾠlargest	 ﾠ
product	 ﾠcategory	 ﾠin	 ﾠCP’s	 ﾠmanufacturing	 ﾠand	 ﾠsales	 ﾠvolumes.	 ﾠCP	 ﾠcivilian-ﾭ‐use	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠare	 ﾠa	 ﾠ
famous	 ﾠbrand	 ﾠin	 ﾠChina.	 ﾠCorrespondingly,	 ﾠthe	 ﾠCP	 ﾠNetwork—the	 ﾠCP	 ﾠcivilian-ﾭ‐use	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠ
distributor	 ﾠnetwork—is	 ﾠCP’s	 ﾠlargest	 ﾠand	 ﾠmost	 ﾠcomplete	 ﾠdistributor	 ﾠnetwork.	 ﾠThe	 ﾠCP	 ﾠNetwork’s	 ﾠstructural	 ﾠ
pattern	 ﾠand	 ﾠeven	 ﾠits	 ﾠevery	 ﾠaction	 ﾠare	 ﾠwell	 ﾠknown	 ﾠto,	 ﾠand	 ﾠsubjects	 ﾠof	 ﾠimitation	 ﾠby,	 ﾠthe	 ﾠentire	 ﾠpaint	 ﾠand	 ﾠ
coatings	 ﾠindustry.	 ﾠIts	 ﾠexperiences	 ﾠhave	 ﾠspread	 ﾠthroughout	 ﾠthe	 ﾠdistributor	 ﾠnetworks	 ﾠof	 ﾠthe	 ﾠindustry,	 ﾠ
which	 ﾠis	 ﾠwhy	 ﾠthis	 ﾠpaper	 ﾠhas	 ﾠchosen	 ﾠthe	 ﾠCP	 ﾠnetwork	 ﾠas	 ﾠits	 ﾠfield	 ﾠof	 ﾠstudy.	 ﾠIn	 ﾠeconomic	 ﾠsociology,	 ﾠ
“network”	 ﾠdenotes	 ﾠthe	 ﾠactual	 ﾠlinks	 ﾠamong	 ﾠsuch	 ﾠprincipal	 ﾠmarket	 ﾠactors	 ﾠas	 ﾠthe	 ﾠmanufacturers,	 ﾠ
consumers,	 ﾠand	 ﾠsuppliers	 ﾠ(Fligstein,	 ﾠ2008:	 ﾠ9).	 ﾠThis	 ﾠstudy	 ﾠuses	 ﾠthe	 ﾠterm	 ﾠ“network”	 ﾠto	 ﾠsummarize	 ﾠthe	 ﾠlinks	 ﾠ
between	 ﾠmanufacturers	 ﾠand	 ﾠdistributors,	 ﾠand	 ﾠuses	 ﾠ“CP	 ﾠNetwork”	 ﾠto	 ﾠdenote	 ﾠthe	 ﾠlinks	 ﾠbetween	 ﾠthe	 ﾠCP	 ﾠ
Company	 ﾠand	 ﾠCP	 ﾠdistributors.	 ﾠ	 ﾠ
II.	 ﾠStudy	 ﾠIssues,	 ﾠLine	 ﾠof	 ﾠThinking,	 ﾠand	 ﾠMethods:	 ﾠPenetration	 ﾠof	 ﾠIncentives	 ﾠinto	 ﾠthe	 ﾠGovernance	 ﾠof	 ﾠ
Networks	 ﾠ
	 ﾠTransactions	 ﾠtake	 ﾠplace	 ﾠin	 ﾠthe	 ﾠinstant	 ﾠthat	 ﾠproduct	 ﾠor	 ﾠservice	 ﾠtransfers	 ﾠoccur	 ﾠthrough	 ﾠa	 ﾠtechnically	 ﾠ
separable	 ﾠinterface	 ﾠ(Williamson,	 ﾠ1985),	 ﾠand	 ﾠthe	 ﾠgoal	 ﾠof	 ﾠthe	 ﾠCP	 ﾠNetwork	 ﾠis	 ﾠto	 ﾠpromote	 ﾠtransactions	 ﾠof	 ﾠCP	 ﾠ
products,	 ﾠso	 ﾠthat	 ﾠthe	 ﾠproducts	 ﾠare	 ﾠsuccessfully	 ﾠtransferred	 ﾠfrom	 ﾠthe	 ﾠmanufacturer	 ﾠto	 ﾠthe	 ﾠdistributor	 ﾠand	 ﾠ
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making	 ﾠprofits	 ﾠfrom	 ﾠthe	 ﾠtransfer,	 ﾠwhich	 ﾠis	 ﾠalso	 ﾠcalled	 ﾠ“the	 ﾠtransaction.”	 ﾠThe	 ﾠCP	 ﾠnetwork	 ﾠis	 ﾠthe	 ﾠCP	 ﾠ
Company’s	 ﾠimportant	 ﾠdistributor	 ﾠnetwork,	 ﾠand	 ﾠthe	 ﾠcompany’s	 ﾠsales	 ﾠperformance	 ﾠis	 ﾠclosely	 ﾠbound	 ﾠto	 ﾠit.	 ﾠ
Yet	 ﾠCP	 ﾠdistributors,	 ﾠCP	 ﾠemployees,	 ﾠand	 ﾠeven	 ﾠperipheral	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠpersonages	 ﾠhave	 ﾠaccused	 ﾠit	 ﾠof	 ﾠ
being	 ﾠ“chaotic”.	 ﾠFor	 ﾠexample,	 ﾠCP	 ﾠManagement	 ﾠDirector	 ﾠMr.	 ﾠTang	 ﾠwho	 ﾠis	 ﾠin	 ﾠcharge	 ﾠof	 ﾠthe	 ﾠdistributor	 ﾠ
network,	 ﾠafter	 ﾠa	 ﾠcordial	 ﾠdiscussion	 ﾠwith	 ﾠme	 ﾠstated	 ﾠsincerely:	 ﾠ“Despite	 ﾠwhat	 ﾠis	 ﾠsaid,	 ﾠyou	 ﾠwill	 ﾠknow	 ﾠwhen	 ﾠ
you	 ﾠcome	 ﾠand	 ﾠtake	 ﾠa	 ﾠlook”	 ﾠ[Interview	 ﾠNo.	 ﾠTang-ﾭ‐gzh-ﾭ‐06].	 ﾠ	 ﾠDistributors	 ﾠfrequently	 ﾠexpress	 ﾠdissatisfaction	 ﾠ
and	 ﾠfrustration,	 ﾠsaying:	 ﾠThis	 ﾠbusiness	 ﾠcan’t	 ﾠcontinue	 ﾠif	 ﾠthings	 ﾠgo	 ﾠon	 ﾠlike	 ﾠthey	 ﾠdo.	 ﾠ
	 ﾠOrder	 ﾠin	 ﾠterms	 ﾠof	 ﾠcooperation	 ﾠwith	 ﾠdue	 ﾠdivision	 ﾠof	 ﾠlabor	 ﾠexists	 ﾠin	 ﾠthe	 ﾠmarket	 ﾠ(Hayek,	 ﾠ1988),	 ﾠand	 ﾠ
networks	 ﾠstay	 ﾠbetween	 ﾠthe	 ﾠmarket	 ﾠand	 ﾠenterprise	 ﾠorganizations	 ﾠ(Williamson,	 ﾠ1985;	 ﾠ1996).	 ﾠHence,	 ﾠ
within	 ﾠthe	 ﾠCP	 ﾠNetwork,	 ﾠa	 ﾠcooperation-ﾭ‐and-ﾭ‐division-ﾭ‐of-ﾭ‐labor	 ﾠorder	 ﾠexists	 ﾠthat	 ﾠextends	 ﾠfrom	 ﾠthe	 ﾠmarket	 ﾠ
and	 ﾠthat	 ﾠis	 ﾠcentered	 ﾠon	 ﾠtransactions.	 ﾠThis	 ﾠorder	 ﾠis	 ﾠseen	 ﾠas	 ﾠbeing	 ﾠ“chaotic.”	 ﾠWhat	 ﾠkind	 ﾠof	 ﾠnetwork	 ﾠ
governance	 ﾠmethod	 ﾠCP,	 ﾠthe	 ﾠcore	 ﾠactor	 ﾠof	 ﾠthe	 ﾠnetwork,	 ﾠhas	 ﾠproposed?	 ﾠWhat	 ﾠdoes	 ﾠthe	 ﾠgovernance	 ﾠ
orientation	 ﾠof	 ﾠthe	 ﾠforeign-ﾭ‐funded	 ﾠCP	 ﾠsignify	 ﾠfor	 ﾠChina’s	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry?	 ﾠThose	 ﾠare	 ﾠthe	 ﾠissues	 ﾠ
studied	 ﾠin	 ﾠthis	 ﾠpaper.	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ
2.	 ﾠThe	 ﾠStudy’s	 ﾠLine	 ﾠof	 ﾠThought	 ﾠ
	 ﾠGovernance	 ﾠtheory	 ﾠarose	 ﾠafter	 ﾠWorld	 ﾠWar	 ﾠII	 ﾠand	 ﾠin	 ﾠparticular	 ﾠin	 ﾠthe	 ﾠ1970s	 ﾠand	 ﾠ1980s,	 ﾠand	 ﾠhad	 ﾠto	 ﾠdo	 ﾠ
with	 ﾠthe	 ﾠview	 ﾠamong	 ﾠacademic	 ﾠcircles	 ﾠthat	 ﾠthe	 ﾠmarket	 ﾠand	 ﾠthe	 ﾠstate	 ﾠwere,	 ﾠto	 ﾠa	 ﾠcertain	 ﾠextent,	 ﾠ
malfunctioning.	 ﾠ	 ﾠScientists	 ﾠin	 ﾠpolitics	 ﾠand	 ﾠadministration	 ﾠput	 ﾠforward	 ﾠthe	 ﾠgovernance	 ﾠconcept	 ﾠand	 ﾠ
advocated	 ﾠreplacing	 ﾠthe	 ﾠ“rule”	 ﾠconcept	 ﾠwith	 ﾠthe	 ﾠgovernance	 ﾠconcept.	 ﾠGovernance	 ﾠmay	 ﾠbe	 ﾠunderstood	 ﾠ
as	 ﾠan	 ﾠoutcome	 ﾠof	 ﾠfailure	 ﾠto	 ﾠredefine	 ﾠtargets	 ﾠbecause	 ﾠof	 ﾠdisputes	 ﾠarising	 ﾠamong	 ﾠthe	 ﾠrelevant	 ﾠquarters	 ﾠ
about	 ﾠthe	 ﾠvalidity	 ﾠof	 ﾠoriginally	 ﾠset	 ﾠtargets.	 ﾠ(Stoker,	 ﾠ1999).	 ﾠ	 ﾠThe	 ﾠprinciple	 ﾠof	 ﾠnetwork	 ﾠgovernance	 ﾠis	 ﾠof	 ﾠa	 ﾠ
selective,	 ﾠlasting,	 ﾠand	 ﾠstructured	 ﾠassemblage	 ﾠof	 ﾠself-ﾭ‐governing	 ﾠenterprises	 ﾠthat	 ﾠengages	 ﾠin	 ﾠproduction	 ﾠ
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adjust	 ﾠand	 ﾠmaintain	 ﾠtransactions,	 ﾠand	 ﾠthe	 ﾠcontracts	 ﾠare	 ﾠlinks	 ﾠof	 ﾠa	 ﾠsocial	 ﾠrather	 ﾠthan	 ﾠof	 ﾠa	 ﾠlegal	 ﾠnature.	 ﾠ
(Sun	 ﾠGuoqiang,	 ﾠ2004)	 ﾠ
	 ﾠ“Principal—agent	 ﾠincentives”	 ﾠmeans	 ﾠthat	 ﾠthe	 ﾠprincipal	 ﾠhires	 ﾠanother	 ﾠperson	 ﾠ(an	 ﾠagent)	 ﾠto	 ﾠperform	 ﾠ
certain	 ﾠservices.	 ﾠSince	 ﾠthe	 ﾠtwo	 ﾠparties’	 ﾠinterests	 ﾠdo	 ﾠnot	 ﾠalways	 ﾠcoincide,	 ﾠthe	 ﾠprincipal	 ﾠgives	 ﾠthe	 ﾠagent	 ﾠ
appropriate	 ﾠincentives	 ﾠin	 ﾠorder	 ﾠto	 ﾠcontrol	 ﾠthe	 ﾠactions	 ﾠof	 ﾠthe	 ﾠagent	 ﾠand	 ﾠcause	 ﾠthe	 ﾠagent	 ﾠto	 ﾠserve	 ﾠthe	 ﾠ
principal’s	 ﾠinterests	 ﾠ(Jensen	 ﾠand	 ﾠMeckling,	 ﾠ1976).	 ﾠ	 ﾠ
	 ﾠIncentives	 ﾠare,	 ﾠin	 ﾠthemselves,	 ﾠimportant	 ﾠgovernance	 ﾠmeans	 ﾠfor	 ﾠthe	 ﾠCP	 ﾠNetwork.	 ﾠTo	 ﾠsum	 ﾠup	 ﾠ
understandings	 ﾠof	 ﾠthe	 ﾠnetwork’s	 ﾠdynamic	 ﾠgovernance	 ﾠprocess,	 ﾠwe	 ﾠused	 ﾠ“incentive”	 ﾠas	 ﾠa	 ﾠtheoretical	 ﾠtool	 ﾠ
to	 ﾠreduce	 ﾠfield	 ﾠsurvey	 ﾠdata	 ﾠand	 ﾠas	 ﾠthe	 ﾠthread	 ﾠfor	 ﾠdescriptions	 ﾠof	 ﾠCP	 ﾠNetwork	 ﾠgovernance	 ﾠphenomena.	 ﾠBy	 ﾠ
means	 ﾠof	 ﾠsigning	 ﾠcontracts,	 ﾠCP,	 ﾠas	 ﾠthe	 ﾠprincipal,	 ﾠand	 ﾠdistributors,	 ﾠas	 ﾠthe	 ﾠagents,	 ﾠagreed	 ﾠthat	 ﾠthe	 ﾠ
distributors	 ﾠwould	 ﾠpay	 ﾠmonies	 ﾠto	 ﾠCP	 ﾠto	 ﾠorder	 ﾠCP	 ﾠpaint	 ﾠand	 ﾠcoating	 ﾠproducts,	 ﾠdistribute	 ﾠCP	 ﾠproducts	 ﾠto	 ﾠ
retail	 ﾠor	 ﾠwholesale	 ﾠmarkets,	 ﾠand	 ﾠform	 ﾠwith	 ﾠCP	 ﾠa	 ﾠcombined	 ﾠforce	 ﾠto	 ﾠexpand	 ﾠmarkets.	 ﾠThe	 ﾠCP	 ﾠNetwork’s	 ﾠ
incentive	 ﾠmechanism	 ﾠwas	 ﾠnot	 ﾠfixed	 ﾠand	 ﾠunchangeable.	 ﾠIt	 ﾠwas	 ﾠalways	 ﾠchanging	 ﾠand	 ﾠeven	 ﾠin	 ﾠa	 ﾠconstant	 ﾠ
state	 ﾠof	 ﾠflux.	 ﾠ	 ﾠFor	 ﾠthese	 ﾠreasons,	 ﾠwe	 ﾠwill	 ﾠreturn	 ﾠto	 ﾠanalyses	 ﾠand	 ﾠexplorations	 ﾠof	 ﾠthe	 ﾠCP	 ﾠnetwork’s	 ﾠ
governance	 ﾠand	 ﾠshifts	 ﾠtherein.	 ﾠ
	 ﾠ3.	 ﾠMethods	 ﾠof	 ﾠAssembling	 ﾠField	 ﾠSurvey	 ﾠData	 ﾠ
The	 ﾠfield	 ﾠsurveys	 ﾠfor	 ﾠthis	 ﾠstudy	 ﾠtook	 ﾠplace	 ﾠfrom	 ﾠApril	 ﾠ2006	 ﾠto	 ﾠMay	 ﾠ2007,	 ﾠafter	 ﾠwhich	 ﾠfollow-ﾭ‐up	 ﾠstudies	 ﾠ
were	 ﾠmaintained	 ﾠat	 ﾠirregular	 ﾠintervals.	 ﾠThe	 ﾠmethods	 ﾠused	 ﾠfor	 ﾠassembling	 ﾠdata	 ﾠincluded	 ﾠparticipatory	 ﾠ
observations,	 ﾠinterviews,	 ﾠand	 ﾠgroup	 ﾠdiscussions	 ﾠ(Chen	 ﾠXiangming,	 ﾠ2000).	 ﾠ	 ﾠApart	 ﾠfrom	 ﾠparticipation	 ﾠin	 ﾠthe	 ﾠ
daily	 ﾠwork	 ﾠof	 ﾠCP	 ﾠcompanies,	 ﾠparticipatory	 ﾠobservations	 ﾠalso	 ﾠincluded	 ﾠfixed-ﾭ‐location	 ﾠobservations	 ﾠat	 ﾠ
interviewee	 ﾠdistributor	 ﾠcompanies.	 ﾠAmong	 ﾠthe	 ﾠsubjects	 ﾠinterviewed	 ﾠand	 ﾠthe	 ﾠgroup	 ﾠdiscussion	 ﾠ
participants	 ﾠwere	 ﾠhigh-ﾭ‐level	 ﾠadministrators,	 ﾠemployees	 ﾠof	 ﾠmanufacturing	 ﾠand	 ﾠsales	 ﾠdepartments,	 ﾠ
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distributor	 ﾠenterprises.	 ﾠSelection	 ﾠof	 ﾠinterviewees	 ﾠwas	 ﾠconducted	 ﾠby	 ﾠmeans	 ﾠof	 ﾠa	 ﾠcombination	 ﾠof	 ﾠlevel-ﾭ‐by-ﾭ‐
level	 ﾠsampling	 ﾠand	 ﾠpurposive	 ﾠsampling.	 ﾠThe	 ﾠthirty-ﾭ‐one	 ﾠmainland	 ﾠprovinces	 ﾠ(including	 ﾠdirectly	 ﾠ
administered	 ﾠmunicipalities	 ﾠand	 ﾠautonomous	 ﾠregions)	 ﾠwere	 ﾠdivided	 ﾠinto	 ﾠthree	 ﾠgroups	 ﾠin	 ﾠaccordance	 ﾠ
with	 ﾠCP’s	 ﾠthree	 ﾠareas	 ﾠof	 ﾠsales	 ﾠjurisdiction—north,	 ﾠcentral,	 ﾠand	 ﾠsouth,	 ﾠand	 ﾠfrom	 ﾠeach	 ﾠgroup	 ﾠwas	 ﾠ
purposively	 ﾠselected	 ﾠthree	 ﾠto	 ﾠfour	 ﾠinterviewee	 ﾠprovinces,	 ﾠso	 ﾠthat	 ﾠthe	 ﾠinterviewee	 ﾠprovinces	 ﾠwere	 ﾠon	 ﾠthe	 ﾠ
whole	 ﾠdispersed.	 ﾠFrom	 ﾠeach	 ﾠinterviewee	 ﾠprovince	 ﾠwas	 ﾠpurposively	 ﾠselected	 ﾠthe	 ﾠprovincial	 ﾠcapital	 ﾠand	 ﾠ
one	 ﾠto	 ﾠthree	 ﾠmajor	 ﾠcities.	 ﾠEfforts	 ﾠwere	 ﾠmade	 ﾠto	 ﾠvisit	 ﾠall	 ﾠof	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoating	 ﾠdistributor	 ﾠbusinesses	 ﾠin	 ﾠ
the	 ﾠinterviewee	 ﾠcities	 ﾠand	 ﾠat	 ﾠthe	 ﾠsame	 ﾠtime	 ﾠvisit	 ﾠlocal	 ﾠCP	 ﾠsales	 ﾠmanagers	 ﾠand	 ﾠemployees	 ﾠas	 ﾠwell	 ﾠas	 ﾠthe	 ﾠ
employees	 ﾠof	 ﾠdistributor	 ﾠbusinesses.	 ﾠDuring	 ﾠthis	 ﾠfield	 ﾠsurvey,	 ﾠa	 ﾠtotal	 ﾠof	 ﾠ12	 ﾠprovinces	 ﾠwere	 ﾠvisited,	 ﾠand	 ﾠ
successful	 ﾠvisits	 ﾠwere	 ﾠconducted	 ﾠon	 ﾠ187	 ﾠinterviewees,	 ﾠamong	 ﾠwhom	 ﾠninety-ﾭ‐three	 ﾠwere	 ﾠdistributor	 ﾠ
businesses	 ﾠand	 ﾠa	 ﾠtotal	 ﾠof	 ﾠninety-ﾭ‐four	 ﾠCP	 ﾠemployees	 ﾠand	 ﾠdistributor	 ﾠemployees.	 ﾠAt	 ﾠthe	 ﾠtime	 ﾠof	 ﾠthe	 ﾠfield	 ﾠ
survey,	 ﾠthere	 ﾠwere	 ﾠabout	 ﾠnine	 ﾠhundred	 ﾠCP	 ﾠdistributors.	 ﾠInterviewed	 ﾠdistributors	 ﾠaccounted	 ﾠfor	 ﾠabout	 ﾠ10	 ﾠ
percent	 ﾠof	 ﾠthe	 ﾠtotal.	 ﾠ
III.	 ﾠCP	 ﾠNetworks	 ﾠGenesis	 ﾠand	 ﾠExpansion:	 ﾠFrom	 ﾠZero	 ﾠHazard	 ﾠIncentives	 ﾠto	 ﾠMarketing	 ﾠGovernance	 ﾠ
Orientation	 ﾠ	 ﾠ
CP	 ﾠNetworks	 ﾠGenesis:	 ﾠZero	 ﾠHazard	 ﾠIncentives	 ﾠand	 ﾠGovernance	 ﾠExplorations	 ﾠ
The	 ﾠCP	 ﾠNetwork	 ﾠhas	 ﾠaltogether	 ﾠthree	 ﾠsub-ﾭ‐networks.	 ﾠIn	 ﾠthis	 ﾠpaper,	 ﾠthese	 ﾠare	 ﾠnamed	 ﾠNetwork	 ﾠ1,	 ﾠNetwork	 ﾠ
2,	 ﾠand	 ﾠNetwork	 ﾠ3	 ﾠrespectively	 ﾠin	 ﾠaccordance	 ﾠwith	 ﾠthe	 ﾠorder	 ﾠin	 ﾠwhich	 ﾠthey	 ﾠwere	 ﾠset	 ﾠup.	 ﾠNetwork	 ﾠ1	 ﾠwas	 ﾠ
set	 ﾠup	 ﾠin	 ﾠthe	 ﾠearly	 ﾠ1990s.	 ﾠThe	 ﾠother	 ﾠtwo,	 ﾠnewer	 ﾠnetworks	 ﾠwere	 ﾠset	 ﾠup	 ﾠin	 ﾠrecent	 ﾠyears	 ﾠand	 ﾠhad	 ﾠto	 ﾠdo	 ﾠ
with	 ﾠthe	 ﾠCP	 ﾠNetwork’s	 ﾠtentative	 ﾠgovernance	 ﾠreorientation.	 ﾠThe	 ﾠthree	 ﾠnetworks	 ﾠwere	 ﾠbased	 ﾠon	 ﾠNetwork	 ﾠ
1	 ﾠand	 ﾠthere	 ﾠwas	 ﾠoverlapping	 ﾠamong	 ﾠthe	 ﾠdistributors.	 ﾠThat	 ﾠis,	 ﾠNetwork	 ﾠ1	 ﾠcovered	 ﾠthe	 ﾠentire	 ﾠcountry	 ﾠand	 ﾠ
comprised	 ﾠthe	 ﾠmost	 ﾠdistributors.	 ﾠA	 ﾠsmall	 ﾠnumber	 ﾠof	 ﾠNetwork	 ﾠ1	 ﾠdistributors	 ﾠconcurrently	 ﾠran	 ﾠNetwork	 ﾠ2	 ﾠ
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networks,	 ﾠand	 ﾠthere	 ﾠwere	 ﾠalso	 ﾠdistributors	 ﾠthat	 ﾠcooperated	 ﾠwith	 ﾠthe	 ﾠmanufacturer	 ﾠCP	 ﾠCompany	 ﾠonly	 ﾠ
within	 ﾠa	 ﾠsingle	 ﾠnetwork.	 ﾠ	 ﾠ
	 ﾠLet	 ﾠus	 ﾠfirst	 ﾠdiscuss	 ﾠNetwork	 ﾠ1.	 ﾠNetwork	 ﾠ1	 ﾠwas	 ﾠstarted	 ﾠup	 ﾠat	 ﾠthe	 ﾠsame	 ﾠtime	 ﾠas	 ﾠthe	 ﾠCP	 ﾠNetwork.	 ﾠIt	 ﾠhas	 ﾠ
been	 ﾠin	 ﾠuse	 ﾠright	 ﾠup	 ﾠto	 ﾠthe	 ﾠpresent	 ﾠtime	 ﾠand	 ﾠnow	 ﾠserves	 ﾠas	 ﾠa	 ﾠsolid	 ﾠfoundation	 ﾠfor	 ﾠthe	 ﾠCP	 ﾠNetwork.	 ﾠThe	 ﾠ
most	 ﾠcommendable	 ﾠact	 ﾠduring	 ﾠNetwork	 ﾠ1’s	 ﾠgenesis	 ﾠwas	 ﾠthe	 ﾠCP	 ﾠemployees’	 ﾠspontaneous	 ﾠadoption	 ﾠof	 ﾠan	 ﾠ
apparently	 ﾠirrational	 ﾠverbal	 ﾠagreement	 ﾠto	 ﾠseek	 ﾠdistributor	 ﾠclients	 ﾠby	 ﾠmeans	 ﾠof	 ﾠthe	 ﾠ“zero	 ﾠhazard”	 ﾠ
incentive.	 ﾠ
	 ﾠPrior	 ﾠto	 ﾠthe	 ﾠ1990s,	 ﾠlime	 ﾠwas	 ﾠstill	 ﾠthe	 ﾠprincipal	 ﾠmaterial	 ﾠfor	 ﾠwhitewashing	 ﾠwalls.	 ﾠPeople	 ﾠwhitewashed	 ﾠ
their	 ﾠrooms	 ﾠonly	 ﾠwhen	 ﾠnew	 ﾠresidences	 ﾠwere	 ﾠcompleted	 ﾠor	 ﾠwhen	 ﾠgetting	 ﾠready	 ﾠfor	 ﾠweddings	 ﾠand	 ﾠ
celebrations.	 ﾠThe	 ﾠcoatings	 ﾠwere	 ﾠof	 ﾠinferior	 ﾠquality	 ﾠand	 ﾠsmall	 ﾠamounts	 ﾠwere	 ﾠused.	 ﾠNonetheless,	 ﾠ
optimistic	 ﾠCP	 ﾠmanufacturers	 ﾠsaw	 ﾠa	 ﾠpotential	 ﾠmarket	 ﾠhere.	 ﾠThey	 ﾠmaintained	 ﾠthat	 ﾠChina’s	 ﾠmarket	 ﾠfor	 ﾠhigh-ﾭ‐
grade	 ﾠcoatings	 ﾠwould	 ﾠgrow	 ﾠalong	 ﾠwith	 ﾠeconomic	 ﾠdevelopment,	 ﾠand	 ﾠthey	 ﾠdid	 ﾠtheir	 ﾠbest	 ﾠto	 ﾠfind	 ﾠ
breakthrough	 ﾠpoints	 ﾠin	 ﾠthe	 ﾠmarket.	 ﾠThe	 ﾠretail	 ﾠterminals	 ﾠin	 ﾠthose	 ﾠdays	 ﾠwere	 ﾠsmall	 ﾠgeneral	 ﾠstores	 ﾠthat	 ﾠ
sold	 ﾠinterior	 ﾠdecorating	 ﾠmaterials.	 ﾠLarge	 ﾠnumbers	 ﾠof	 ﾠthese	 ﾠwere	 ﾠwidely	 ﾠdistributed	 ﾠin	 ﾠurban	 ﾠand	 ﾠrural	 ﾠ
streets	 ﾠand	 ﾠlanes	 ﾠand	 ﾠconstituted	 ﾠreadymade	 ﾠchannels	 ﾠfor	 ﾠopening	 ﾠup	 ﾠa	 ﾠmarket	 ﾠfor	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠ
in	 ﾠChina.	 ﾠAnd	 ﾠso,	 ﾠCP	 ﾠsalespeople,	 ﾠlugging	 ﾠcontainers	 ﾠof	 ﾠpaint	 ﾠand	 ﾠcoatings,	 ﾠwalked	 ﾠfrom	 ﾠone	 ﾠsmall	 ﾠstore	 ﾠ
to	 ﾠanother,	 ﾠpatiently	 ﾠpromoting	 ﾠthese	 ﾠ“high-ﾭ‐grade	 ﾠpaints	 ﾠand	 ﾠcoatings.”	 ﾠThe	 ﾠprices	 ﾠof	 ﾠCP	 ﾠpaints	 ﾠand	 ﾠ
coatings	 ﾠwere	 ﾠfive	 ﾠtimes	 ﾠthose	 ﾠof	 ﾠordinary	 ﾠpaints	 ﾠand	 ﾠcoatings.	 ﾠCP	 ﾠsalesmen	 ﾠthemselves	 ﾠfelt	 ﾠthat	 ﾠthese	 ﾠ
were	 ﾠunconscionably	 ﾠhigh,	 ﾠand	 ﾠit	 ﾠwas	 ﾠnot	 ﾠsurprising	 ﾠthat	 ﾠshop-ﾭ‐owners	 ﾠbalked	 ﾠat	 ﾠplacing	 ﾠorders.	 ﾠ
	 ﾠFor	 ﾠlack	 ﾠof	 ﾠbetter	 ﾠalternatives,	 ﾠCP	 ﾠsalesmen	 ﾠleft	 ﾠtheir	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠwith	 ﾠthese	 ﾠsmall	 ﾠstores	 ﾠto	 ﾠbe	 ﾠ
sold	 ﾠon	 ﾠcommission,	 ﾠand	 ﾠtook	 ﾠthe	 ﾠrisk	 ﾠof	 ﾠbeing	 ﾠunable	 ﾠto	 ﾠrecover	 ﾠthe	 ﾠmonies	 ﾠfor	 ﾠtheir	 ﾠgoods.	 ﾠ
Distributors	 ﾠwho	 ﾠwere	 ﾠwilling	 ﾠto	 ﾠsell	 ﾠCP	 ﾠproducts	 ﾠon	 ﾠcommission	 ﾠcould	 ﾠpay	 ﾠup	 ﾠafter	 ﾠthe	 ﾠgoods	 ﾠwere	 ﾠsold	 ﾠ







































1	 ﾠ 8	 ﾠ
of	 ﾠNetwork	 ﾠ1	 ﾠand	 ﾠproduced	 ﾠunexpected	 ﾠresults:	 ﾠPaints	 ﾠand	 ﾠcoatings	 ﾠwere	 ﾠsold,	 ﾠshop-ﾭ‐owners	 ﾠpaid	 ﾠfor	 ﾠthe	 ﾠ
goods	 ﾠas	 ﾠagreed,	 ﾠCP	 ﾠopened	 ﾠdoors	 ﾠto	 ﾠmarkets,	 ﾠand	 ﾠclients	 ﾠdeveloped	 ﾠa	 ﾠdesire	 ﾠfor	 ﾠconsuming	 ﾠ“good	 ﾠ
paints	 ﾠand	 ﾠcoatings.”	 ﾠPainting	 ﾠindustry	 ﾠspecialists	 ﾠhave	 ﾠevaluated	 ﾠthis	 ﾠinterlude	 ﾠin	 ﾠhistory	 ﾠas	 ﾠhaving	 ﾠ
“changed	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry.”	 ﾠ	 ﾠ
	 ﾠThe	 ﾠCP	 ﾠnetwork’s	 ﾠentire	 ﾠgovernance	 ﾠstrategy	 ﾠat	 ﾠthis	 ﾠtime	 ﾠwas	 ﾠsimilar	 ﾠto	 ﾠthe	 ﾠ“zero	 ﾠhazard	 ﾠincentive.”	 ﾠIt	 ﾠ
was	 ﾠversatile	 ﾠand	 ﾠexploratory,	 ﾠand	 ﾠit	 ﾠwas	 ﾠalso	 ﾠvague,	 ﾠand	 ﾠunsystematic.	 ﾠWe	 ﾠcan	 ﾠsee	 ﾠthis	 ﾠin	 ﾠthe	 ﾠ
recollections	 ﾠof	 ﾠour	 ﾠinterviewees.	 ﾠ
	 ﾠMr.	 ﾠXu	 ﾠis	 ﾠsales	 ﾠmanager	 ﾠin	 ﾠcharge	 ﾠof	 ﾠthe	 ﾠsouthern	 ﾠdistrict	 ﾠin	 ﾠChina.	 ﾠThis	 ﾠsales	 ﾠdistrict	 ﾠcovers	 ﾠone	 ﾠfifth	 ﾠof	 ﾠ
China’s	 ﾠterritory,	 ﾠbut	 ﾠits	 ﾠsales	 ﾠperformance	 ﾠaccounts	 ﾠfor	 ﾠone	 ﾠthird	 ﾠof	 ﾠCP’s	 ﾠtotal	 ﾠsales	 ﾠvolume.	 ﾠMr.	 ﾠXu	 ﾠfirst	 ﾠ
obtained	 ﾠa	 ﾠposition	 ﾠas	 ﾠCP	 ﾠsalesman	 ﾠin	 ﾠBeijing.	 ﾠHe	 ﾠwas	 ﾠlater	 ﾠassigned	 ﾠto	 ﾠGuangzhou	 ﾠto	 ﾠopen	 ﾠup	 ﾠthe	 ﾠ
southern	 ﾠmarket,	 ﾠso	 ﾠhe	 ﾠwent	 ﾠthere	 ﾠon	 ﾠhis	 ﾠown,	 ﾠand	 ﾠwith	 ﾠcontainers	 ﾠof	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠtraveled	 ﾠfrom	 ﾠ
place	 ﾠto	 ﾠplace	 ﾠselling	 ﾠthese	 ﾠand	 ﾠbecoming	 ﾠa	 ﾠvoluntary	 ﾠadvocate	 ﾠof	 ﾠthe	 ﾠ“zero	 ﾠhazard	 ﾠincentive.”	 ﾠAccording	 ﾠ
to	 ﾠMr.	 ﾠXu,	 ﾠthe	 ﾠCP	 ﾠNetwork	 ﾠhad	 ﾠnot	 ﾠyet	 ﾠtaken	 ﾠshape	 ﾠat	 ﾠthis	 ﾠtime,	 ﾠand	 ﾠno	 ﾠgovernance	 ﾠstrategy	 ﾠexisted:	 ﾠ“No	 ﾠ
one	 ﾠwas	 ﾠin	 ﾠcharge	 ﾠof	 ﾠyou,	 ﾠand	 ﾠno	 ﾠone	 ﾠtold	 ﾠyou	 ﾠwhat	 ﾠto	 ﾠdo.”	 ﾠ[Interview	 ﾠno.	 ﾠxhj-ﾭ‐gzh-ﾭ‐06]	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ
1.  The	 ﾠCP	 ﾠNetwork	 ﾠExpands:	 ﾠFully	 ﾠMarket-ﾭ‐Oriented	 ﾠIncentives	 ﾠand	 ﾠGovernance	 ﾠ
	 ﾠTen	 ﾠor	 ﾠmore	 ﾠyears	 ﾠof	 ﾠdevelopment	 ﾠtook	 ﾠplace	 ﾠfrom	 ﾠthe	 ﾠtime	 ﾠwhen	 ﾠthe	 ﾠfirst	 ﾠgroup	 ﾠof	 ﾠdistributors	 ﾠwas	 ﾠ
assimilated	 ﾠby	 ﾠmeans	 ﾠof	 ﾠthe	 ﾠ“zero	 ﾠhazard	 ﾠincentive”	 ﾠup	 ﾠto	 ﾠthe	 ﾠyear	 ﾠ2006	 ﾠwhen	 ﾠNetwork	 ﾠ1	 ﾠhad	 ﾠacquired	 ﾠ
approximately	 ﾠone	 ﾠthousand	 ﾠdistributor	 ﾠclients.	 ﾠThe	 ﾠlarger	 ﾠamong	 ﾠthem	 ﾠhad	 ﾠsales	 ﾠdistricts	 ﾠthat	 ﾠcovered	 ﾠ
a	 ﾠprefecture-ﾭ‐level	 ﾠcity	 ﾠand	 ﾠannual	 ﾠsales	 ﾠvolumes	 ﾠof	 ﾠtens	 ﾠof	 ﾠmillions	 ﾠof	 ﾠYuan;	 ﾠsmaller	 ﾠones	 ﾠconsisted	 ﾠ
mainly	 ﾠof	 ﾠa	 ﾠsingle	 ﾠstore	 ﾠwith	 ﾠannual	 ﾠsales	 ﾠvolumes	 ﾠranging	 ﾠfrom	 ﾠseveral	 ﾠhundred	 ﾠthousand	 ﾠto	 ﾠseveral	 ﾠ
million	 ﾠYuan.	 ﾠDistributors	 ﾠalso	 ﾠdeveloped	 ﾠtheir	 ﾠown	 ﾠretail	 ﾠstores.	 ﾠThese	 ﾠretailers	 ﾠwere	 ﾠsmaller	 ﾠstores	 ﾠ
with	 ﾠmiscellaneous	 ﾠbrands	 ﾠof	 ﾠpaints	 ﾠand	 ﾠcoatings.	 ﾠThey	 ﾠset	 ﾠup	 ﾠbusiness	 ﾠin	 ﾠthe	 ﾠstreets	 ﾠof	 ﾠmany	 ﾠtownships	 ﾠ
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certain	 ﾠCP	 ﾠdistrict	 ﾠput	 ﾠit:	 ﾠ“They	 ﾠcame	 ﾠup	 ﾠlike	 ﾠa	 ﾠflood,	 ﾠquickly	 ﾠfilling	 ﾠall	 ﾠinterstices.”	 ﾠ[Interview	 ﾠno.	 ﾠ1.lf-ﾭ‐07]	 ﾠ	 ﾠ
Thus	 ﾠCP	 ﾠproducts	 ﾠblanketed	 ﾠthe	 ﾠmarkets,	 ﾠand	 ﾠwhether	 ﾠin	 ﾠtown	 ﾠor	 ﾠcountryside,	 ﾠconsumers	 ﾠwould	 ﾠcome	 ﾠ
across	 ﾠCP	 ﾠproducts	 ﾠwherever	 ﾠthey	 ﾠpurchased	 ﾠpaints	 ﾠand	 ﾠcoatings.	 ﾠ	 ﾠ
	 ﾠCP	 ﾠexerted	 ﾠimpetus	 ﾠon	 ﾠthe	 ﾠdistributors	 ﾠfrom	 ﾠtwo	 ﾠaspects-ﾭ‐-ﾭ‐the	 ﾠcost	 ﾠof	 ﾠthe	 ﾠproducts	 ﾠthey	 ﾠstocked	 ﾠup	 ﾠand	 ﾠ
their	 ﾠprofits,	 ﾠurged	 ﾠthe	 ﾠdistributors	 ﾠto	 ﾠengage	 ﾠin	 ﾠmarket	 ﾠcompetition,	 ﾠand	 ﾠthereby	 ﾠexpanded	 ﾠthe	 ﾠmarket	 ﾠ
share	 ﾠof	 ﾠCP	 ﾠproducts.	 ﾠOne	 ﾠcan	 ﾠget	 ﾠan	 ﾠidea	 ﾠof	 ﾠthe	 ﾠincentive	 ﾠand	 ﾠgovernance	 ﾠstrategies	 ﾠof	 ﾠthis	 ﾠperiod	 ﾠfrom	 ﾠ
information	 ﾠobtained	 ﾠthrough	 ﾠinterviews	 ﾠwith	 ﾠCP	 ﾠemployees	 ﾠand	 ﾠCP	 ﾠdistributor	 ﾠclients.	 ﾠNow,	 ﾠlet	 ﾠus	 ﾠget	 ﾠ
to	 ﾠknow	 ﾠthe	 ﾠlatter.	 ﾠ	 ﾠ
	 ﾠThe	 ﾠearliest	 ﾠCP	 ﾠsales	 ﾠmanagers	 ﾠwere	 ﾠpromoted	 ﾠfrom	 ﾠamong	 ﾠsalespersons	 ﾠwho,	 ﾠtoting	 ﾠpaint	 ﾠand	 ﾠcoating	 ﾠ
containers,	 ﾠroamed	 ﾠalone	 ﾠthrough	 ﾠthe	 ﾠmarkets.	 ﾠToday,	 ﾠCP	 ﾠemployees	 ﾠtotal	 ﾠabout	 ﾠ3,000.	 ﾠA	 ﾠprovincial-ﾭ‐
level	 ﾠsales	 ﾠteam	 ﾠconsists	 ﾠof	 ﾠabout	 ﾠtwenty	 ﾠemployees,	 ﾠincluding	 ﾠthe	 ﾠsales	 ﾠmanager.	 ﾠThey	 ﾠconstitute	 ﾠthe	 ﾠ
main	 ﾠsales	 ﾠforce	 ﾠof	 ﾠthe	 ﾠCP	 ﾠoffices	 ﾠstationed	 ﾠin	 ﾠeach	 ﾠprovince,	 ﾠand	 ﾠare	 ﾠthe	 ﾠ“CP	 ﾠpeople”	 ﾠmost	 ﾠoften	 ﾠseen	 ﾠ
by	 ﾠthe	 ﾠdistributors.	 ﾠ	 ﾠ
	 ﾠThe	 ﾠGuangzhou	 ﾠmember	 ﾠcompany	 ﾠis	 ﾠin	 ﾠcharge	 ﾠof	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠmarketing	 ﾠin	 ﾠthe	 ﾠSouth	 ﾠChina	 ﾠarea.	 ﾠ
In	 ﾠ2000,	 ﾠMr.	 ﾠZhang	 ﾠjointed	 ﾠthe	 ﾠCP	 ﾠGuangzhou	 ﾠmember	 ﾠcompany	 ﾠas	 ﾠan	 ﾠordinary	 ﾠemployee.	 ﾠThe	 ﾠCP	 ﾠpaint	 ﾠ
and	 ﾠcoatings	 ﾠsales	 ﾠmarket	 ﾠwas	 ﾠstill	 ﾠa	 ﾠblank	 ﾠin	 ﾠmany	 ﾠprovinces	 ﾠof	 ﾠSouth	 ﾠChina	 ﾠat	 ﾠthe	 ﾠtime,	 ﾠand	 ﾠfor	 ﾠthis	 ﾠ
reason	 ﾠMr.	 ﾠZhang	 ﾠwas	 ﾠassigned	 ﾠto	 ﾠYunnan	 ﾠprovince	 ﾠto	 ﾠserve	 ﾠas	 ﾠsales	 ﾠmanager.	 ﾠCP	 ﾠwas	 ﾠalready	 ﾠquite	 ﾠwell	 ﾠ
known	 ﾠat	 ﾠthe	 ﾠtime,	 ﾠso	 ﾠit	 ﾠwas	 ﾠnot	 ﾠnecessary	 ﾠfor	 ﾠMr.	 ﾠZhang	 ﾠto	 ﾠpromote	 ﾠ“zero	 ﾠhazard	 ﾠcommission	 ﾠsales,”	 ﾠ
but	 ﾠthe	 ﾠconsumption	 ﾠpower	 ﾠof	 ﾠthis	 ﾠwestern	 ﾠprovince	 ﾠwas	 ﾠlower	 ﾠthan	 ﾠthat	 ﾠof	 ﾠcities	 ﾠin	 ﾠthe	 ﾠeastern	 ﾠregions.	 ﾠ
Mr.	 ﾠZhang	 ﾠmade	 ﾠevery	 ﾠpossible	 ﾠeffort	 ﾠto	 ﾠtake	 ﾠover	 ﾠand	 ﾠdevelop	 ﾠmarkets,	 ﾠand	 ﾠeven	 ﾠsuffered	 ﾠpersonal	 ﾠ
injury	 ﾠwhen	 ﾠhe	 ﾠattempted	 ﾠto	 ﾠcrack	 ﾠdown	 ﾠon	 ﾠcounterfeit	 ﾠand	 ﾠshoddy	 ﾠknock-ﾭ‐offs	 ﾠof	 ﾠCP	 ﾠproducts.	 ﾠHe	 ﾠwas	 ﾠ
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products	 ﾠis	 ﾠfar	 ﾠgreater	 ﾠthan	 ﾠthat	 ﾠin	 ﾠYunnan	 ﾠProvince.	 ﾠAs	 ﾠCP	 ﾠemployees	 ﾠsee	 ﾠit,	 ﾠhis	 ﾠwork	 ﾠtransfer	 ﾠindicates	 ﾠ
that	 ﾠhis	 ﾠefforts	 ﾠhave	 ﾠreceived	 ﾠaffirmation	 ﾠfrom	 ﾠCP.	 ﾠ	 ﾠ[Interview	 ﾠNo.	 ﾠzhhsh-ﾭ‐gzh-ﾭ‐06]	 ﾠ
	 ﾠActors	 ﾠwho	 ﾠhave	 ﾠhad	 ﾠan	 ﾠimportant	 ﾠinfluence	 ﾠon	 ﾠorganizing	 ﾠinput	 ﾠand	 ﾠoutput	 ﾠhave	 ﾠrelied	 ﾠon	 ﾠsuch	 ﾠ
influence	 ﾠto	 ﾠobtain	 ﾠextraordinary	 ﾠdiscursive	 ﾠrights	 ﾠin	 ﾠterms	 ﾠof	 ﾠthe	 ﾠdistribution	 ﾠof	 ﾠresources	 ﾠwithin	 ﾠthe	 ﾠ
organization.	 ﾠ[Please	 ﾠcheck	 ﾠwith	 ﾠoriginal!!]	 ﾠ(Pferrer	 ﾠand	 ﾠSalnick,	 ﾠ1978;	 ﾠFligstein,	 ﾠ2008).	 ﾠ	 ﾠ
CP	 ﾠHuman	 ﾠResources	 ﾠManager	 ﾠMs.	 ﾠDu	 ﾠhas	 ﾠtold	 ﾠour	 ﾠreporter:	 ﾠ“CP	 ﾠvery	 ﾠmuch	 ﾠdotes	 ﾠon	 ﾠits	 ﾠsales	 ﾠmanagers.	 ﾠ
They	 ﾠcan	 ﾠdraw	 ﾠon	 ﾠa	 ﾠgreat	 ﾠdeal	 ﾠof	 ﾠmoney.”	 ﾠ[Interview	 ﾠNo.	 ﾠdbzh-ﾭ‐gzh-ﾭ‐06].	 ﾠ
The	 ﾠsales	 ﾠmanagers	 ﾠalso	 ﾠfind	 ﾠgreat	 ﾠfavor	 ﾠwith	 ﾠthe	 ﾠhigher-ﾭ‐ups.	 ﾠAt	 ﾠone	 ﾠof	 ﾠthe	 ﾠmonthly	 ﾠmeetings	 ﾠof	 ﾠa	 ﾠlarge	 ﾠ
sales	 ﾠdistrict,	 ﾠten	 ﾠor	 ﾠmore	 ﾠprovincial-ﾭ‐level	 ﾠsales	 ﾠmanagers	 ﾠeach	 ﾠpersisted	 ﾠin	 ﾠtheir	 ﾠown	 ﾠopinion	 ﾠand	 ﾠargued	 ﾠ
without	 ﾠend.	 ﾠMr.	 ﾠTang,	 ﾠtheir	 ﾠformer	 ﾠimmediate	 ﾠsuperior,	 ﾠproudly	 ﾠtold	 ﾠour	 ﾠreporter:	 ﾠ“I	 ﾠpersonally	 ﾠtrained	 ﾠ
all	 ﾠof	 ﾠthese	 ﾠ‘hooligans’!”	 ﾠ[Interview	 ﾠNo.	 ﾠtwb	 ﾠ–	 ﾠshh	 ﾠ-ﾭ‐06].	 ﾠFrom	 ﾠhis	 ﾠway	 ﾠof	 ﾠspeaking,	 ﾠone	 ﾠcould	 ﾠsee	 ﾠhis	 ﾠ
affection	 ﾠfor	 ﾠhis	 ﾠsubordinates.	 ﾠ	 ﾠ
	 ﾠMost	 ﾠof	 ﾠthe	 ﾠprivate	 ﾠentrepreneurs	 ﾠwho	 ﾠstarted	 ﾠup	 ﾠfrom	 ﾠscratch	 ﾠin	 ﾠthe	 ﾠ1980s	 ﾠdid	 ﾠnot	 ﾠhave	 ﾠa	 ﾠhigher	 ﾠ
education	 ﾠ(Jean	 ﾠRuffier,	 ﾠ2006).	 ﾠOf	 ﾠthe	 ﾠCP	 ﾠdistributors	 ﾠinterviewed	 ﾠduring	 ﾠthis	 ﾠfield	 ﾠsurvey,	 ﾠand	 ﾠbecause	 ﾠ
of	 ﾠthe	 ﾠsmall	 ﾠscale	 ﾠof	 ﾠthe	 ﾠdistributing	 ﾠbusinesses,	 ﾠmost	 ﾠof	 ﾠthem	 ﾠthey	 ﾠ“had	 ﾠno	 ﾠmuch	 ﾠof	 ﾠan	 ﾠeducation.”	 ﾠ
Among	 ﾠthe	 ﾠninety-ﾭ‐three	 ﾠdistributors	 ﾠinterviewed,	 ﾠonly	 ﾠeight	 ﾠhad	 ﾠobtained	 ﾠformal	 ﾠacademic	 ﾠcredentials	 ﾠ
at	 ﾠor	 ﾠabove	 ﾠthe	 ﾠcollege	 ﾠlevel.	 ﾠThese	 ﾠaccounted	 ﾠfor	 ﾠ8.6	 ﾠpercent	 ﾠof	 ﾠthe	 ﾠtotal.	 ﾠNot	 ﾠa	 ﾠfew	 ﾠdistributors	 ﾠhad	 ﾠ
entered	 ﾠthe	 ﾠtrade	 ﾠin	 ﾠthe	 ﾠ1990s	 ﾠto	 ﾠmake	 ﾠa	 ﾠliving.	 ﾠAmong	 ﾠthem,	 ﾠfor	 ﾠexample	 ﾠwas	 ﾠMr.	 ﾠZeng:	 ﾠ	 ﾠ
	 ﾠIn	 ﾠ1994,	 ﾠMr.	 ﾠZeng	 ﾠhad	 ﾠleft	 ﾠhis	 ﾠgovernment	 ﾠjob	 ﾠto	 ﾠgo	 ﾠinto	 ﾠbusiness	 ﾠbecause	 ﾠof	 ﾠthe	 ﾠchanges	 ﾠin	 ﾠthe	 ﾠsystems	 ﾠ
of	 ﾠstate-ﾭ‐owned	 ﾠenterprises.	 ﾠ“I	 ﾠhave	 ﾠbeen	 ﾠin	 ﾠthis	 ﾠbusiness	 ﾠfor	 ﾠtwelve	 ﾠyears	 ﾠ(up	 ﾠto	 ﾠ2006).	 ﾠThe	 ﾠformer	 ﾠ
planned	 ﾠeconomy	 ﾠchanged	 ﾠinto	 ﾠa	 ﾠmarket	 ﾠeconomy,	 ﾠthe	 ﾠenterprise	 ﾠcollapsed,	 ﾠand	 ﾠso	 ﾠI	 ﾠcame	 ﾠout	 ﾠby	 ﾠmyself	 ﾠ
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were	 ﾠ“cuan	 ﾠhuo”	 ﾠ[“Selling	 ﾠbrand	 ﾠproducts	 ﾠon	 ﾠother	 ﾠpeople’s	 ﾠturfs”]	 ﾠat	 ﾠthe	 ﾠtime,	 ﾠand	 ﾠ(sales	 ﾠmanager)	 ﾠXu	 ﾠ
came	 ﾠand	 ﾠadvised	 ﾠus	 ﾠto	 ﾠmake	 ﾠan	 ﾠhonest	 ﾠliving.	 ﾠHe	 ﾠspoke	 ﾠto	 ﾠus	 ﾠlike	 ﾠa	 ﾠfriend,	 ﾠand	 ﾠhe	 ﾠwas	 ﾠas	 ﾠgood	 ﾠas	 ﾠhis	 ﾠ
word.	 ﾠThe	 ﾠday	 ﾠafter	 ﾠour	 ﾠtalk,	 ﾠwe	 ﾠsigned	 ﾠa	 ﾠcontract.”	 ﾠ[Interview	 ﾠNo.	 ﾠzzhq	 ﾠ–	 ﾠxm	 ﾠ–	 ﾠ06]	 ﾠ
Some	 ﾠof	 ﾠthe	 ﾠdistributors	 ﾠhad	 ﾠbeen	 ﾠworking	 ﾠas	 ﾠunskilled	 ﾠlaborers	 ﾠin	 ﾠthe	 ﾠinterior	 ﾠdecorations	 ﾠtrade	 ﾠduring	 ﾠ
their	 ﾠteens.	 ﾠThey	 ﾠsaved	 ﾠor	 ﾠborrowed	 ﾠten	 ﾠor	 ﾠtwenty	 ﾠthousand	 ﾠYuan,	 ﾠrented	 ﾠa	 ﾠsmall	 ﾠstorefront	 ﾠand	 ﾠwent	 ﾠ
into	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠbusiness.	 ﾠMr.	 ﾠZhao	 ﾠwas	 ﾠone	 ﾠof	 ﾠthese.	 ﾠ	 ﾠ
	 ﾠMr.	 ﾠZhao	 ﾠleft	 ﾠhis	 ﾠhometown	 ﾠafter	 ﾠgraduating	 ﾠfrom	 ﾠjunior	 ﾠmiddle	 ﾠschool	 ﾠand	 ﾠbecame	 ﾠan	 ﾠunskilled	 ﾠlaborer	 ﾠ
at	 ﾠa	 ﾠgeneral	 ﾠstore	 ﾠthat	 ﾠsold	 ﾠinterior	 ﾠdecoration	 ﾠmaterials.	 ﾠHe	 ﾠlater	 ﾠput	 ﾠtogether	 ﾠten	 ﾠor	 ﾠtwenty	 ﾠthousand	 ﾠ
Yuan	 ﾠof	 ﾠcapital,	 ﾠrented	 ﾠa	 ﾠsmall	 ﾠstorefront	 ﾠand	 ﾠwent	 ﾠinto	 ﾠbusiness	 ﾠselling	 ﾠpaints	 ﾠand	 ﾠcoatings.	 ﾠToday,	 ﾠhis	 ﾠ
company’s	 ﾠannual	 ﾠsales	 ﾠvolume	 ﾠexceeds	 ﾠa	 ﾠhundred	 ﾠmillion	 ﾠYuan	 ﾠand	 ﾠhe	 ﾠserves	 ﾠas	 ﾠdistributor	 ﾠof	 ﾠseveral	 ﾠ
brands	 ﾠof	 ﾠpaints	 ﾠand	 ﾠcoatings,	 ﾠincluding	 ﾠCP’s.	 ﾠ[Interview	 ﾠNo.	 ﾠzhchh-ﾭ‐shzh-ﾭ‐o6]	 ﾠ
	 ﾠ	 ﾠWhen	 ﾠtalking	 ﾠabout	 ﾠdistributors,	 ﾠthe	 ﾠCP	 ﾠemployees	 ﾠwe	 ﾠinterviewed	 ﾠoften	 ﾠmaintained	 ﾠthat	 ﾠthey	 ﾠ[the	 ﾠ
distributors]	 ﾠhad	 ﾠinsufficient	 ﾠcapital	 ﾠand	 ﾠthat	 ﾠthey	 ﾠlacked	 ﾠmarket	 ﾠsensitivity.	 ﾠ	 ﾠ
	 ﾠMr.	 ﾠChen	 ﾠwho	 ﾠis	 ﾠof	 ﾠCP	 ﾠmanagerial	 ﾠlevel	 ﾠsays	 ﾠthat	 ﾠpaints	 ﾠand	 ﾠcoatings	 ﾠare	 ﾠnot	 ﾠa	 ﾠvery	 ﾠprofitable	 ﾠbusiness	 ﾠ
among	 ﾠthe	 ﾠindustrial	 ﾠchemicals	 ﾠor	 ﾠinterior	 ﾠdecorations	 ﾠmaterials	 ﾠbusinesses,	 ﾠand	 ﾠprovide	 ﾠlittle	 ﾠattraction	 ﾠ
for	 ﾠthe	 ﾠbest	 ﾠdistributors.	 ﾠFor	 ﾠthis	 ﾠreason	 ﾠhe	 ﾠheld	 ﾠinvestment	 ﾠconferences	 ﾠ(zhaoshang	 ﾠhui)	 ﾠduring	 ﾠthe	 ﾠtime	 ﾠ
he	 ﾠserved	 ﾠas	 ﾠprovincial-ﾭ‐level	 ﾠsales	 ﾠmanager,	 ﾠbut	 ﾠnever	 ﾠsucceeded	 ﾠin	 ﾠattracting	 ﾠany	 ﾠideal	 ﾠdistributors,	 ﾠand	 ﾠ
had	 ﾠto	 ﾠcontinue	 ﾠlooking	 ﾠfor	 ﾠdistributors	 ﾠwithin	 ﾠthe	 ﾠpaint-ﾭ‐and-ﾭ‐coatings	 ﾠand	 ﾠrelated	 ﾠbusinesses.	 ﾠ[Interview	 ﾠ
No.	 ﾠch-ﾭ‐shh-ﾭ‐06]	 ﾠ
	 ﾠ	 ﾠThe	 ﾠdistributors	 ﾠwere	 ﾠaware	 ﾠof	 ﾠtheir	 ﾠstatus	 ﾠof	 ﾠ“being	 ﾠled.”	 ﾠ	 ﾠ
	 ﾠDistributor	 ﾠMr.	 ﾠWu	 ﾠfrankly	 ﾠadmits:	 ﾠ“My	 ﾠbusiness	 ﾠgot	 ﾠbig	 ﾠonly	 ﾠafter	 ﾠI	 ﾠjoined	 ﾠCP.”	 ﾠ[Interview	 ﾠNo.	 ﾠwshsh	 ﾠ–
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 ﾠMr.	 ﾠZeng	 ﾠclearly	 ﾠrecognizes	 ﾠwho	 ﾠleads:	 ﾠ“The	 ﾠCP	 ﾠCompany	 ﾠhas	 ﾠalways	 ﾠbeen	 ﾠleading	 ﾠus.	 ﾠWhenever	 ﾠit	 ﾠ
proposes	 ﾠways	 ﾠof	 ﾠdoing	 ﾠthings,	 ﾠwe	 ﾠfeel	 ﾠthese	 ﾠare	 ﾠstrange	 ﾠbut	 ﾠwe	 ﾠhave	 ﾠno	 ﾠchoice	 ﾠother	 ﾠthan	 ﾠto	 ﾠgo	 ﾠalong	 ﾠ
with	 ﾠthem.	 ﾠAnd	 ﾠby	 ﾠthe	 ﾠtime	 ﾠwe	 ﾠrealize	 ﾠwhy	 ﾠthese	 ﾠthings	 ﾠare	 ﾠdone,	 ﾠthey	 ﾠare	 ﾠalready	 ﾠobsolete.”	 ﾠ[Interview	 ﾠ
No.	 ﾠzzhq	 ﾠ–	 ﾠxm	 ﾠ–	 ﾠ06]	 ﾠ
After	 ﾠa	 ﾠdecade	 ﾠof	 ﾠdevelopment,	 ﾠthe	 ﾠCP	 ﾠNetwork’s	 ﾠgovernance	 ﾠhad	 ﾠbecome	 ﾠquite	 ﾠdifferent	 ﾠfrom	 ﾠthat	 ﾠin	 ﾠ
“zero	 ﾠhazard”	 ﾠtimes,	 ﾠand	 ﾠgovernance	 ﾠhad	 ﾠfinally	 ﾠbeen	 ﾠlinked	 ﾠup	 ﾠwith	 ﾠcontracts.	 ﾠCP	 ﾠsigned	 ﾠcontracts	 ﾠwith	 ﾠ
distributors	 ﾠonce	 ﾠa	 ﾠyear,	 ﾠand	 ﾠthe	 ﾠcore	 ﾠclause	 ﾠin	 ﾠCP’s	 ﾠcontracts	 ﾠwith	 ﾠdistributors	 ﾠwas	 ﾠthat	 ﾠthere	 ﾠhad	 ﾠto	 ﾠbe	 ﾠ
increases	 ﾠin	 ﾠthe	 ﾠmonetary	 ﾠvalue	 ﾠof	 ﾠpurchases	 ﾠevery	 ﾠyear.	 ﾠWhen	 ﾠfinalizing	 ﾠthe	 ﾠcoming	 ﾠyear’s	 ﾠcontracts,	 ﾠ
distributors	 ﾠhoped	 ﾠfor	 ﾠsmaller	 ﾠincreases	 ﾠin	 ﾠpurchase	 ﾠvolumes,	 ﾠbut	 ﾠthe	 ﾠsales	 ﾠmanagers	 ﾠhad	 ﾠalready	 ﾠ
calculated	 ﾠthe	 ﾠdistributors’	 ﾠcapital,	 ﾠsales	 ﾠchannels,	 ﾠand	 ﾠthe	 ﾠestimated	 ﾠsales	 ﾠvolumes	 ﾠthey	 ﾠmight	 ﾠattain,	 ﾠ
and	 ﾠon	 ﾠthis	 ﾠbasis	 ﾠincreased	 ﾠthe	 ﾠamounts	 ﾠof	 ﾠthe	 ﾠpurchase	 ﾠvolumes.	 ﾠThe	 ﾠtwo	 ﾠparties	 ﾠsigned	 ﾠthe	 ﾠcontracts	 ﾠ
after	 ﾠsome	 ﾠbargaining,	 ﾠand	 ﾠagreed	 ﾠto	 ﾠpurchase	 ﾠamounts	 ﾠranging	 ﾠfrom	 ﾠa	 ﾠhundred	 ﾠthousand	 ﾠto	 ﾠseveral	 ﾠ
tens	 ﾠof	 ﾠmillions	 ﾠof	 ﾠYuan.	 ﾠ	 ﾠ
	 ﾠThe	 ﾠactual	 ﾠincentive	 ﾠoperations	 ﾠthat	 ﾠboth	 ﾠparties	 ﾠwere	 ﾠconcerned	 ﾠabout	 ﾠwere	 ﾠnot	 ﾠwritten	 ﾠinto	 ﾠthe	 ﾠ
contracts.	 ﾠThe	 ﾠmain	 ﾠincentives	 ﾠwere	 ﾠtwo:	 ﾠVolume/price	 ﾠincentives,	 ﾠand	 ﾠyearly	 ﾠdeduction	 ﾠincentives.	 ﾠBy	 ﾠ
volume/price	 ﾠincentives	 ﾠwere	 ﾠmeant	 ﾠversatile	 ﾠvariations	 ﾠin	 ﾠproduct	 ﾠprices.	 ﾠPrices	 ﾠwere	 ﾠset	 ﾠaccording	 ﾠto	 ﾠ
volume,	 ﾠand	 ﾠlower	 ﾠprices	 ﾠcould	 ﾠbe	 ﾠobtained	 ﾠfor	 ﾠlarge	 ﾠorders,	 ﾠand	 ﾠmanufacturer	 ﾠreduced-ﾭ‐price	 ﾠ
promotions	 ﾠcould	 ﾠbe	 ﾠlaunched	 ﾠat	 ﾠirregular	 ﾠintervals	 ﾠto	 ﾠattract	 ﾠorders	 ﾠfrom	 ﾠdistributors.	 ﾠYearly	 ﾠdeduction	 ﾠ
incentives	 ﾠconsisted	 ﾠof	 ﾠyear-ﾭ‐end	 ﾠredistribution	 ﾠof	 ﾠprofits	 ﾠto	 ﾠdistributors	 ﾠbased	 ﾠon	 ﾠreviews	 ﾠof	 ﾠdistributor’s	 ﾠ
purchase	 ﾠvolumes.	 ﾠThe	 ﾠlarger	 ﾠthe	 ﾠannual	 ﾠpurchase	 ﾠvolumes,	 ﾠthe	 ﾠbigger	 ﾠwere	 ﾠthe	 ﾠdeductions’	 ﾠ
percentages	 ﾠin	 ﾠthe	 ﾠpurchase	 ﾠvolumes.	 ﾠThese	 ﾠtwo	 ﾠincentives	 ﾠwere	 ﾠapplied	 ﾠsimultaneously,	 ﾠand	 ﾠthe	 ﾠ
distributors	 ﾠvery	 ﾠsoon	 ﾠrecognized	 ﾠthat	 ﾠno	 ﾠmatter	 ﾠwhich	 ﾠmethod	 ﾠthey	 ﾠemployed	 ﾠto	 ﾠmake	 ﾠprofits,	 ﾠthey	 ﾠ
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CP’s	 ﾠsales	 ﾠvolumes	 ﾠincreased	 ﾠby	 ﾠabout	 ﾠ30	 ﾠpercent	 ﾠannually	 ﾠand	 ﾠconsistently	 ﾠtook	 ﾠa	 ﾠleading	 ﾠposition	 ﾠin	 ﾠ
the	 ﾠindustry.	 ﾠThis	 ﾠshould	 ﾠbe	 ﾠattributed	 ﾠto	 ﾠthese	 ﾠtwo	 ﾠaggressive	 ﾠmarket-ﾭ‐oriented	 ﾠincentive	 ﾠmeasures.	 ﾠ	 ﾠ
	 ﾠDuring	 ﾠthe	 ﾠten	 ﾠyears	 ﾠthat	 ﾠCP	 ﾠadvocated	 ﾠversatile	 ﾠmanagement,	 ﾠits	 ﾠsales	 ﾠmanagers	 ﾠwere	 ﾠgiven	 ﾠfairly	 ﾠ
substantial	 ﾠpowers	 ﾠof	 ﾠdecision.	 ﾠThis	 ﾠcould	 ﾠbe	 ﾠseen	 ﾠin	 ﾠthe	 ﾠmarketing	 ﾠmeasures	 ﾠused	 ﾠto	 ﾠassist	 ﾠdistributor	 ﾠ
sales	 ﾠin	 ﾠvarious	 ﾠlocalities:	 ﾠVirtually	 ﾠno	 ﾠtwo	 ﾠprovinces	 ﾠcould	 ﾠbe	 ﾠfound	 ﾠthat	 ﾠhad	 ﾠthe	 ﾠsame	 ﾠsales	 ﾠstrategy.	 ﾠ
Where	 ﾠone	 ﾠprovince	 ﾠlaunched	 ﾠan	 ﾠ80-ﾭ‐percent	 ﾠreduction	 ﾠsales	 ﾠpromotion	 ﾠfor	 ﾠdistributors,	 ﾠanother	 ﾠ
province	 ﾠmight	 ﾠbe	 ﾠlaunching	 ﾠa	 ﾠ“give-ﾭ‐umbrellas-ﾭ‐for-ﾭ‐buying-ﾭ‐products”	 ﾠactivity	 ﾠfor	 ﾠits	 ﾠdistributors.	 ﾠ
Moreover,	 ﾠvariations	 ﾠin	 ﾠthe	 ﾠpercentages	 ﾠof	 ﾠvolume/price	 ﾠincentives	 ﾠand	 ﾠyearly	 ﾠdeductions	 ﾠincentives	 ﾠ
were	 ﾠto	 ﾠgreat	 ﾠextent	 ﾠcontrolled	 ﾠby	 ﾠCP	 ﾠsales	 ﾠmanagers,	 ﾠwho	 ﾠmade	 ﾠjudgments	 ﾠin	 ﾠlight	 ﾠof	 ﾠmarket	 ﾠ
conditions	 ﾠand	 ﾠtrends.	 ﾠ	 ﾠ
	 ﾠHigh-ﾭ‐level	 ﾠExecutive	 ﾠMr.	 ﾠTang	 ﾠrecounts	 ﾠthat	 ﾠat	 ﾠthe	 ﾠend	 ﾠof	 ﾠa	 ﾠyear	 ﾠwhen	 ﾠhe	 ﾠserved	 ﾠas	 ﾠsales	 ﾠdistrict	 ﾠ
manager,	 ﾠhe	 ﾠwas	 ﾠinspecting	 ﾠthe	 ﾠmarket	 ﾠin	 ﾠZhejiang	 ﾠprovince.	 ﾠA	 ﾠnearby	 ﾠdistributor	 ﾠheard	 ﾠabout	 ﾠthis	 ﾠand	 ﾠ
made	 ﾠan	 ﾠappointment	 ﾠto	 ﾠdiscuss	 ﾠmatters	 ﾠrelated	 ﾠto	 ﾠyearly	 ﾠdeductions	 ﾠin	 ﾠthe	 ﾠhope	 ﾠthat	 ﾠMr.	 ﾠTang	 ﾠwould	 ﾠ
give	 ﾠhim	 ﾠa	 ﾠfavorable	 ﾠyearly	 ﾠdeduction.	 ﾠIt	 ﾠwas	 ﾠalready	 ﾠevening	 ﾠby	 ﾠthe	 ﾠtime	 ﾠthe	 ﾠdistributor	 ﾠarrived	 ﾠafter	 ﾠa	 ﾠ
drive	 ﾠof	 ﾠnearly	 ﾠten	 ﾠhours,	 ﾠbut	 ﾠMr.	 ﾠTang	 ﾠrefused	 ﾠto	 ﾠdiscuss	 ﾠyearly	 ﾠdeductions	 ﾠand	 ﾠinstead	 ﾠhad	 ﾠa	 ﾠ
subordinate	 ﾠply	 ﾠthe	 ﾠdistributor	 ﾠwith	 ﾠdrinks.	 ﾠThe	 ﾠdistributor	 ﾠeventually	 ﾠleft	 ﾠempty-ﾭ‐handed.	 ﾠAt	 ﾠthis	 ﾠpoint,	 ﾠ
Mr.	 ﾠTang	 ﾠremarked:	 ﾠ“I	 ﾠshould	 ﾠhave	 ﾠgiven	 ﾠhim	 ﾠsomething,	 ﾠsince	 ﾠwe	 ﾠwere	 ﾠalready	 ﾠsuch	 ﾠgood	 ﾠfriends.”	 ﾠ
[twb-ﾭ‐shh-ﾭ‐2007]	 ﾠ
Devolving	 ﾠthe	 ﾠpower	 ﾠto	 ﾠcontrol	 ﾠincentives	 ﾠto	 ﾠsales	 ﾠmanagers	 ﾠclosest	 ﾠto	 ﾠthe	 ﾠmarkets	 ﾠwas	 ﾠa	 ﾠdecision	 ﾠmade	 ﾠ
by	 ﾠthe	 ﾠgovernance	 ﾠstrategy	 ﾠof	 ﾠthe	 ﾠCP	 ﾠnetwork’s	 ﾠmarket	 ﾠorientation.	 ﾠCP	 ﾠdominated	 ﾠthe	 ﾠmarket	 ﾠand	 ﾠ
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IV.	 ﾠThe	 ﾠCP	 ﾠNetwork’s	 ﾠChanging	 ﾠSub-ﾭ‐Networks:	 ﾠLocalization	 ﾠ(bentuhua)	 ﾠand	 ﾠVerticalization	 ﾠ
(zongxianghua)	 ﾠof	 ﾠIncentives	 ﾠand	 ﾠGovernance	 ﾠ	 ﾠ
1.  The	 ﾠDifficulties	 ﾠNetwork	 ﾠ1	 ﾠFaced	 ﾠin	 ﾠTerms	 ﾠof	 ﾠMarket	 ﾠOrientation	 ﾠ
	 ﾠLarge	 ﾠquantities	 ﾠof	 ﾠproducts	 ﾠleft	 ﾠthe	 ﾠfactories	 ﾠfor	 ﾠNetwork	 ﾠ1	 ﾠunder	 ﾠthe	 ﾠeffects	 ﾠof	 ﾠthese	 ﾠincentives	 ﾠand	 ﾠ
this	 ﾠgovernance	 ﾠstrategy,	 ﾠbut	 ﾠwhen	 ﾠthe	 ﾠmarket	 ﾠcould	 ﾠnot	 ﾠabsorb	 ﾠthese	 ﾠpromptly,	 ﾠproduct	 ﾠoverstocking	 ﾠ
was	 ﾠlikely	 ﾠto	 ﾠoccur.	 ﾠThe	 ﾠdistributors	 ﾠwere	 ﾠwilling	 ﾠto	 ﾠmarket	 ﾠthem	 ﾠat	 ﾠlow	 ﾠprices	 ﾠand	 ﾠeven	 ﾠat	 ﾠpurchase	 ﾠ
prices	 ﾠin	 ﾠorder	 ﾠto	 ﾠreduce	 ﾠinventories	 ﾠand	 ﾠrecover	 ﾠtheir	 ﾠcapital,	 ﾠand	 ﾠmerely	 ﾠpinned	 ﾠtheir	 ﾠhopes	 ﾠon	 ﾠ
increasing	 ﾠsales	 ﾠvolumes	 ﾠso	 ﾠas	 ﾠto	 ﾠobtain	 ﾠmore	 ﾠyearly	 ﾠdeductions	 ﾠat	 ﾠyear’s	 ﾠend.	 ﾠIn	 ﾠaddition	 ﾠto	 ﾠdiverting	 ﾠ
products	 ﾠthrough	 ﾠtheir	 ﾠconventional	 ﾠdelivery	 ﾠchannels,	 ﾠdistributors	 ﾠalso	 ﾠsold	 ﾠtheir	 ﾠinventories	 ﾠat	 ﾠlow	 ﾠ
prices	 ﾠin	 ﾠthe	 ﾠmarket	 ﾠareas	 ﾠof	 ﾠother	 ﾠdistributors,	 ﾠand	 ﾠin	 ﾠeffect	 ﾠ“cuan	 ﾠhuo”	 ﾠ[Sold	 ﾠbrand	 ﾠproducts	 ﾠon	 ﾠother	 ﾠ
people’s	 ﾠturfs]	 ﾠThis	 ﾠsituation,	 ﾠwhere	 ﾠ“yours	 ﾠand	 ﾠmine	 ﾠare	 ﾠall	 ﾠmixed	 ﾠtogether”	 ﾠfurther	 ﾠdepressed	 ﾠproduct	 ﾠ
prices	 ﾠand	 ﾠcompressed	 ﾠthe	 ﾠdistributors’	 ﾠprofits	 ﾠmargins.	 ﾠ
	 ﾠCP	 ﾠattempted	 ﾠto	 ﾠconduct	 ﾠsupervision	 ﾠby	 ﾠmeans	 ﾠof	 ﾠcovert	 ﾠvisits,	 ﾠevidence	 ﾠgathering,	 ﾠand	 ﾠmonetary	 ﾠ
penalties,	 ﾠbut	 ﾠthe	 ﾠcost	 ﾠof	 ﾠsupervision	 ﾠwas	 ﾠtoo	 ﾠhigh	 ﾠand	 ﾠappropriate	 ﾠhandling	 ﾠof	 ﾠsuch	 ﾠcases	 ﾠwas	 ﾠdifficult.	 ﾠ
CP	 ﾠalso	 ﾠtried	 ﾠto	 ﾠsuspend	 ﾠproduction	 ﾠof	 ﾠcurrent	 ﾠproducts	 ﾠthat	 ﾠbrought	 ﾠin	 ﾠmeager	 ﾠprofits	 ﾠand	 ﾠfrequently	 ﾠ
launched	 ﾠnew	 ﾠhigh-ﾭ‐profit	 ﾠproducts	 ﾠto	 ﾠreplace	 ﾠthe	 ﾠlatter.	 ﾠHowever,	 ﾠthe	 ﾠlife	 ﾠcycle	 ﾠof	 ﾠnew	 ﾠproducts	 ﾠ
continued	 ﾠto	 ﾠshrink	 ﾠand	 ﾠprofit	 ﾠmargins	 ﾠwere	 ﾠincreasingly	 ﾠdifficult	 ﾠto	 ﾠmaintain.	 ﾠ	 ﾠ
	 ﾠCP	 ﾠemployees	 ﾠof	 ﾠnon-ﾭ‐manufacturing	 ﾠdepartment	 ﾠoften	 ﾠcould	 ﾠnot	 ﾠunderstand	 ﾠwhy	 ﾠdistributors	 ﾠsaid	 ﾠthey	 ﾠ
were	 ﾠnot	 ﾠmaking	 ﾠany	 ﾠprofits.	 ﾠ	 ﾠ
	 ﾠHuman	 ﾠResources	 ﾠManager	 ﾠMs.	 ﾠDu	 ﾠsaid:	 ﾠ“It	 ﾠis	 ﾠabundantly	 ﾠclear	 ﾠthat	 ﾠwe	 ﾠhave	 ﾠgiven	 ﾠthem	 ﾠfairly	 ﾠ
substantial	 ﾠprofits,	 ﾠbut	 ﾠthey	 ﾠalways	 ﾠcomplain	 ﾠabout	 ﾠnot	 ﾠbeing	 ﾠable	 ﾠto	 ﾠmake	 ﾠmoney.”	 ﾠ[Interview	 ﾠNo.	 ﾠdbzh	 ﾠ
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 ﾠIn	 ﾠreality,	 ﾠdistributors	 ﾠwere	 ﾠnot	 ﾠdeliberately	 ﾠcomplaining	 ﾠabout	 ﾠbeing	 ﾠhard	 ﾠup.	 ﾠAmid	 ﾠthe	 ﾠacute	 ﾠ
competition,	 ﾠthe	 ﾠdistributors’	 ﾠprofits	 ﾠwere	 ﾠconsistently	 ﾠlower	 ﾠthan	 ﾠCP	 ﾠestimates.	 ﾠSome	 ﾠdistributors	 ﾠhad	 ﾠ
even	 ﾠreached	 ﾠthe	 ﾠstate	 ﾠwhere	 ﾠthey	 ﾠcould	 ﾠhardly	 ﾠkeep	 ﾠgoing	 ﾠif	 ﾠthey	 ﾠsold	 ﾠCP	 ﾠproducts	 ﾠonly,	 ﾠand	 ﾠit	 ﾠbecame	 ﾠ
quite	 ﾠcommon	 ﾠfor	 ﾠdistributors	 ﾠto	 ﾠmake	 ﾠuse	 ﾠof	 ﾠCP	 ﾠproduct	 ﾠpopularity	 ﾠto	 ﾠconcurrently	 ﾠsell	 ﾠproducts	 ﾠof	 ﾠ
other	 ﾠbrands	 ﾠin	 ﾠCP	 ﾠfranchise	 ﾠstores.	 ﾠ
	 ﾠOn	 ﾠthe	 ﾠother	 ﾠhand,	 ﾠthe	 ﾠdevolution	 ﾠof	 ﾠmarket	 ﾠdecision-ﾭ‐making	 ﾠpowers	 ﾠto	 ﾠprovincial	 ﾠsales	 ﾠmanagers	 ﾠhad	 ﾠ
the	 ﾠeffect	 ﾠof	 ﾠhighlighting	 ﾠthe	 ﾠrelative	 ﾠpowers	 ﾠof	 ﾠCP	 ﾠsales	 ﾠmanagers	 ﾠand	 ﾠdistributors.	 ﾠFor	 ﾠexample,	 ﾠCP	 ﾠ
managers	 ﾠwould	 ﾠask	 ﾠdistributors	 ﾠto	 ﾠ“coordinate”	 ﾠin	 ﾠcreating	 ﾠbusiness	 ﾠachievements,	 ﾠsuch	 ﾠas	 ﾠby	 ﾠ
increasing	 ﾠorders	 ﾠfor	 ﾠproducts,	 ﾠstarting	 ﾠup	 ﾠCP	 ﾠfranchise	 ﾠstores	 ﾠin	 ﾠdesignated	 ﾠlocations,	 ﾠand	 ﾠso	 ﾠforth.	 ﾠ
Good	 ﾠ“coordination”	 ﾠmeant	 ﾠversatile	 ﾠmarket	 ﾠoperations,	 ﾠthe	 ﾠpurpose	 ﾠof	 ﾠwhich	 ﾠwas	 ﾠto	 ﾠexpand	 ﾠsales	 ﾠand	 ﾠ
market	 ﾠshare	 ﾠand	 ﾠcreate	 ﾠa	 ﾠwin-ﾭ‐win	 ﾠsituation	 ﾠfor	 ﾠboth	 ﾠthe	 ﾠmanufacturers	 ﾠand	 ﾠthe	 ﾠdistributors.	 ﾠ	 ﾠYet	 ﾠwhat	 ﾠ
caused	 ﾠdistributors	 ﾠthe	 ﾠleast	 ﾠreassurance	 ﾠwas	 ﾠthe	 ﾠfact	 ﾠthat	 ﾠsuch	 ﾠcoordination	 ﾠwas	 ﾠfrequently	 ﾠbased	 ﾠon	 ﾠ
verbal	 ﾠagreements,	 ﾠand	 ﾠthat	 ﾠit	 ﾠrequired	 ﾠincreased	 ﾠcapital	 ﾠinvestments	 ﾠon	 ﾠthe	 ﾠpart	 ﾠof	 ﾠthe	 ﾠoperators.	 ﾠIf	 ﾠ
the	 ﾠ“coordination”	 ﾠplan	 ﾠwere	 ﾠterminated	 ﾠbecause	 ﾠthe	 ﾠsales	 ﾠmanager	 ﾠleft	 ﾠhis	 ﾠjob	 ﾠor	 ﾠany	 ﾠother	 ﾠreason,	 ﾠ
the	 ﾠoperator	 ﾠwould	 ﾠface	 ﾠa	 ﾠgreat	 ﾠdeal	 ﾠof	 ﾠtrouble	 ﾠsimply	 ﾠto	 ﾠrecover	 ﾠhis	 ﾠpreviously	 ﾠinvested	 ﾠcapital,	 ﾠto	 ﾠsay	 ﾠ
nothing	 ﾠabout	 ﾠmaking	 ﾠany	 ﾠprofits.	 ﾠ	 ﾠ	 ﾠ	 ﾠ
	 ﾠWhen	 ﾠI	 ﾠvisited	 ﾠDistributor	 ﾠMs.	 ﾠHuang,	 ﾠshe	 ﾠdeclared	 ﾠuncooperatively:	 ﾠ“There	 ﾠis	 ﾠnothing	 ﾠto	 ﾠtalk	 ﾠabout.	 ﾠIn	 ﾠ
any	 ﾠcase	 ﾠtalking	 ﾠis	 ﾠuseless.”	 ﾠThen	 ﾠtears	 ﾠwelled	 ﾠup	 ﾠin	 ﾠher	 ﾠeyes,	 ﾠas	 ﾠthough	 ﾠshe	 ﾠhad	 ﾠbeen	 ﾠdeeply	 ﾠwronged.	 ﾠIt	 ﾠ
is	 ﾠsaid	 ﾠshe	 ﾠis	 ﾠa	 ﾠhighly	 ﾠemotional	 ﾠperson	 ﾠand	 ﾠsheds	 ﾠtears	 ﾠat	 ﾠany	 ﾠmention	 ﾠof	 ﾠher	 ﾠplight.	 ﾠThe	 ﾠcause	 ﾠof	 ﾠthe	 ﾠ
incident	 ﾠwas	 ﾠa	 ﾠverbal	 ﾠagreement	 ﾠbetween	 ﾠher	 ﾠand	 ﾠCP	 ﾠsalesperson	 ﾠMs.	 ﾠChen	 ﾠregarding	 ﾠrecompense	 ﾠfor	 ﾠa	 ﾠ
sales	 ﾠpromotion	 ﾠactivity	 ﾠand	 ﾠa	 ﾠpromise	 ﾠto	 ﾠpay	 ﾠup	 ﾠat	 ﾠthe	 ﾠend	 ﾠof	 ﾠthe	 ﾠyear.	 ﾠMs.	 ﾠChen	 ﾠsubsequently	 ﾠannulled	 ﾠ
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had	 ﾠrepeatedly	 ﾠwritten	 ﾠappeals	 ﾠto	 ﾠCP	 ﾠin	 ﾠthe	 ﾠhope	 ﾠthat	 ﾠcompany	 ﾠhigher-ﾭ‐ups	 ﾠwould	 ﾠ“redress	 ﾠthe	 ﾠwrong”	 ﾠ
done	 ﾠto	 ﾠher.	 ﾠIn	 ﾠthe	 ﾠend,	 ﾠshe	 ﾠnever	 ﾠgot	 ﾠthe	 ﾠrecompense	 ﾠshe	 ﾠinsisted	 ﾠupon.	 ﾠ[Interview	 ﾠNo.	 ﾠh-ﾭ‐gzh-ﾭ‐06]	 ﾠ
	 ﾠMany	 ﾠof	 ﾠsuch	 ﾠ“appeals”	 ﾠhave	 ﾠmade	 ﾠme	 ﾠsuspect	 ﾠthat	 ﾠthey	 ﾠuse	 ﾠsuch	 ﾠhowls	 ﾠas	 ﾠa	 ﾠweapon	 ﾠ(Scott,	 ﾠ2007).	 ﾠ
One	 ﾠeffort	 ﾠto	 ﾠreduce	 ﾠsuch	 ﾠdisputes	 ﾠwas	 ﾠa	 ﾠletter	 ﾠsent	 ﾠby	 ﾠthe	 ﾠgeneral	 ﾠmanager	 ﾠof	 ﾠa	 ﾠlarge	 ﾠCP	 ﾠmarketing	 ﾠ
district	 ﾠto	 ﾠdistributors	 ﾠin	 ﾠ2006,	 ﾠrespectfully	 ﾠnotifying	 ﾠthe	 ﾠdistributors	 ﾠto	 ﾠadhere	 ﾠto	 ﾠconventional	 ﾠ
procedures	 ﾠof	 ﾠcooperation	 ﾠand	 ﾠnot	 ﾠbelieve	 ﾠverbal	 ﾠpromises	 ﾠmade	 ﾠby	 ﾠCP	 ﾠemployees.	 ﾠThe	 ﾠletter	 ﾠ
manifested	 ﾠthe	 ﾠgood	 ﾠwill	 ﾠof	 ﾠCP	 ﾠhigher-ﾭ‐ups,	 ﾠbut	 ﾠthe	 ﾠgovernance	 ﾠand	 ﾠincentives	 ﾠstipulations	 ﾠof	 ﾠthe	 ﾠCP	 ﾠ
market	 ﾠorientation	 ﾠdetermined	 ﾠthat	 ﾠCP	 ﾠsales	 ﾠmanagers	 ﾠhad	 ﾠto	 ﾠuse	 ﾠmarket	 ﾠcompetition	 ﾠmethods	 ﾠto	 ﾠ
impel	 ﾠdistributors	 ﾠto	 ﾠincrease	 ﾠinvestment,	 ﾠlower	 ﾠprofits,	 ﾠand	 ﾠrelease	 ﾠCP	 ﾠproducts	 ﾠon	 ﾠthe	 ﾠmarket	 ﾠto	 ﾠthe	 ﾠ
maximum	 ﾠextent.	 ﾠThis	 ﾠwas	 ﾠdone	 ﾠuntil	 ﾠmarket	 ﾠturmoil	 ﾠcaused	 ﾠpeople	 ﾠto	 ﾠperform	 ﾠsome	 ﾠhalf-ﾭ‐hearted	 ﾠwork	 ﾠ
to	 ﾠsafeguard	 ﾠmarket	 ﾠorder.	 ﾠMeanwhile,	 ﾠverbal	 ﾠpromises	 ﾠand	 ﾠother	 ﾠtemporary	 ﾠincentives	 ﾠwere	 ﾠ
frequently	 ﾠused	 ﾠas	 ﾠmarket	 ﾠmeans,	 ﾠand	 ﾠthe	 ﾠabove-ﾭ‐described	 ﾠexamples	 ﾠwere	 ﾠprecisely	 ﾠthe	 ﾠthings	 ﾠthat	 ﾠ
resulted	 ﾠin	 ﾠconflicts.	 ﾠ
	 ﾠ	 ﾠThe	 ﾠwhole	 ﾠof	 ﾠNetwork	 ﾠ1	 ﾠis	 ﾠfull	 ﾠof	 ﾠdifficulties	 ﾠlike	 ﾠthese,	 ﾠbut	 ﾠthe	 ﾠnetwork	 ﾠstill	 ﾠadvanced	 ﾠalong	 ﾠthe	 ﾠ
established	 ﾠpath	 ﾠuntil	 ﾠsuch	 ﾠtime	 ﾠas	 ﾠit	 ﾠcame	 ﾠup	 ﾠagainst	 ﾠmore	 ﾠdirect	 ﾠreminders.	 ﾠWhen	 ﾠthe	 ﾠnew	 ﾠyear	 ﾠwas	 ﾠ
soon	 ﾠto	 ﾠarrive,	 ﾠand	 ﾠwhen	 ﾠmanagers	 ﾠhad	 ﾠto	 ﾠconsider	 ﾠhow	 ﾠto	 ﾠformulate	 ﾠsales	 ﾠobjectives	 ﾠfor	 ﾠthe	 ﾠcoming	 ﾠ
year,	 ﾠcontract-ﾭ‐	 ﾠappointed	 ﾠproduct	 ﾠpurchase	 ﾠvolumes	 ﾠserved	 ﾠas	 ﾠoperable	 ﾠindexes	 ﾠfor	 ﾠappraising	 ﾠ
distributors,	 ﾠand	 ﾠforeshadowed	 ﾠmanager	 ﾠconsiderations	 ﾠabout	 ﾠextending	 ﾠcontracts	 ﾠwith	 ﾠthese	 ﾠ
distributors	 ﾠas	 ﾠwell	 ﾠas	 ﾠoverall	 ﾠconsiderations	 ﾠabout	 ﾠdismissing	 ﾠor	 ﾠretaining	 ﾠand/or	 ﾠincreasing	 ﾠor	 ﾠ
decreasing	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠdistributors.	 ﾠChanges	 ﾠin	 ﾠdistributors	 ﾠtook	 ﾠplace	 ﾠin	 ﾠall	 ﾠprovinces	 ﾠvirtually	 ﾠevery	 ﾠ
year.	 ﾠSome	 ﾠprovinces	 ﾠsuddenly	 ﾠreduced	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠdistributors;	 ﾠothers	 ﾠmight	 ﾠengage	 ﾠmany	 ﾠ
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increase	 ﾠincentives	 ﾠfor	 ﾠfocal	 ﾠdistributors,	 ﾠand	 ﾠwhen	 ﾠhe	 ﾠincreased	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠdistributors	 ﾠthe	 ﾠreason	 ﾠ
could	 ﾠbe	 ﾠthat	 ﾠhe	 ﾠwanted	 ﾠto	 ﾠtake	 ﾠover	 ﾠmore	 ﾠterminal	 ﾠretail	 ﾠoutlets.	 ﾠThe	 ﾠreasons	 ﾠvaried.	 ﾠ
	 ﾠMost	 ﾠof	 ﾠCP’s	 ﾠearliest	 ﾠgroup	 ﾠof	 ﾠdistributors	 ﾠhas	 ﾠalready	 ﾠleft	 ﾠdue	 ﾠto	 ﾠattrition	 ﾠon	 ﾠCP’s	 ﾠpart,	 ﾠand	 ﾠno	 ﾠ
distributors	 ﾠwho	 ﾠhad	 ﾠworked	 ﾠwith	 ﾠCP	 ﾠmore	 ﾠthan	 ﾠten	 ﾠyears	 ﾠwere	 ﾠfound	 ﾠamong	 ﾠthe	 ﾠinterviewees	 ﾠof	 ﾠfield	 ﾠ
surveys.	 ﾠThe	 ﾠlongest	 ﾠterm	 ﾠof	 ﾠcooperation	 ﾠwas	 ﾠslightly	 ﾠabove	 ﾠeight	 ﾠyears	 ﾠand	 ﾠreached	 ﾠeight	 ﾠyears	 ﾠamong	 ﾠ
only	 ﾠseven	 ﾠof	 ﾠthe	 ﾠdistributors.	 ﾠThese	 ﾠaccounted	 ﾠfor	 ﾠ7.5	 ﾠpercent	 ﾠof	 ﾠthe	 ﾠdistributors	 ﾠinterviewed.	 ﾠMatters	 ﾠ
developed	 ﾠto	 ﾠthe	 ﾠpoint	 ﾠthat	 ﾠhigh-ﾭ‐level	 ﾠCP	 ﾠadministrators	 ﾠcould	 ﾠhardly	 ﾠmake	 ﾠdirect	 ﾠcontact	 ﾠwith	 ﾠ
distributor	 ﾠclients.	 ﾠ	 ﾠ
General	 ﾠManager	 ﾠHuang	 ﾠmanages	 ﾠone	 ﾠthird	 ﾠof	 ﾠthe	 ﾠmarkets	 ﾠnationwide.	 ﾠShe	 ﾠissued	 ﾠfaxes	 ﾠaccording	 ﾠto	 ﾠ
the	 ﾠcontacts	 ﾠon	 ﾠthe	 ﾠlist	 ﾠof	 ﾠdistributors,	 ﾠbut	 ﾠnot	 ﾠall	 ﾠfaxes	 ﾠreached	 ﾠtheir	 ﾠdestinations.	 ﾠAn	 ﾠinvestigation	 ﾠ
revealed	 ﾠthat	 ﾠsome	 ﾠdistributors	 ﾠhad	 ﾠterminated	 ﾠcooperation	 ﾠ[with	 ﾠCP],	 ﾠand	 ﾠnew	 ﾠpartners	 ﾠhad	 ﾠbeen	 ﾠfound	 ﾠ
for	 ﾠsome	 ﾠmarkets.	 ﾠ[Interview	 ﾠNo.	 ﾠlj-ﾭ‐lf-ﾭ‐06]	 ﾠ
	 ﾠWithin	 ﾠan	 ﾠorganization,	 ﾠthe	 ﾠhigher-ﾭ‐ups	 ﾠare	 ﾠempowered	 ﾠto	 ﾠissue	 ﾠorders	 ﾠto	 ﾠtheir	 ﾠsubordinates,	 ﾠand	 ﾠ
subordinates	 ﾠhave	 ﾠthe	 ﾠduty	 ﾠto	 ﾠobey.	 ﾠHowever,	 ﾠhigher-ﾭ‐ups	 ﾠand	 ﾠsubordinates	 ﾠare	 ﾠinterdependent.	 ﾠThe	 ﾠ
higher-ﾭ‐ups	 ﾠdepend	 ﾠon	 ﾠthe	 ﾠefforts	 ﾠand	 ﾠgood	 ﾠfaith	 ﾠof	 ﾠtheir	 ﾠsubordinates	 ﾠfor	 ﾠtheir	 ﾠsuccesses,	 ﾠfor	 ﾠwhich	 ﾠ
reason	 ﾠsubordinates	 ﾠpossess	 ﾠthe	 ﾠmeans	 ﾠto	 ﾠexert	 ﾠpressure	 ﾠon	 ﾠtheir	 ﾠhigher-ﾭ‐ups	 ﾠ(Crozier,	 ﾠ1999).	 ﾠIn	 ﾠthe	 ﾠCP	 ﾠ
Network,	 ﾠa	 ﾠloosely	 ﾠorganized	 ﾠframework,	 ﾠthe	 ﾠCP	 ﾠside	 ﾠwas	 ﾠthe	 ﾠhigher	 ﾠauthority	 ﾠand	 ﾠthe	 ﾠdistributors	 ﾠ
consciously	 ﾠassume	 ﾠa	 ﾠsubordinate	 ﾠposition.	 ﾠCP	 ﾠplaced	 ﾠimportance	 ﾠon	 ﾠthe	 ﾠextent	 ﾠof	 ﾠcoordination	 ﾠevinced	 ﾠ
by	 ﾠthe	 ﾠdistributors	 ﾠand	 ﾠrequired	 ﾠthat	 ﾠthe	 ﾠoperators	 ﾠbe	 ﾠ“obedient.”	 ﾠ	 ﾠ
	 ﾠFor	 ﾠinstance,	 ﾠwhen	 ﾠMr.	 ﾠFu,	 ﾠa	 ﾠCP	 ﾠregional	 ﾠmanager,	 ﾠtalked	 ﾠabout	 ﾠthe	 ﾠway	 ﾠcooperating	 ﾠdistributors	 ﾠwere	 ﾠ
selected,	 ﾠhe	 ﾠsaid:	 ﾠ“What	 ﾠwe	 ﾠwant	 ﾠis	 ﾠa	 ﾠclient	 ﾠthat	 ﾠworks	 ﾠwhole-ﾭ‐heartedly	 ﾠwith	 ﾠus.	 ﾠIt	 ﾠmakes	 ﾠno	 ﾠdifference	 ﾠ
what	 ﾠkind	 ﾠof	 ﾠabilities	 ﾠhe	 ﾠhas.	 ﾠSmaller	 ﾠabilities	 ﾠcan	 ﾠbe	 ﾠgiven	 ﾠsupport.	 ﾠBigger	 ﾠones	 ﾠmay	 ﾠbe	 ﾠfurther	 ﾠ
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Nevertheless,	 ﾠthe	 ﾠrealization	 ﾠof	 ﾠachievements	 ﾠdepends	 ﾠon	 ﾠthe	 ﾠefforts	 ﾠand	 ﾠgood	 ﾠfaith	 ﾠof	 ﾠdistributors.	 ﾠTo	 ﾠ
hit	 ﾠback	 ﾠat	 ﾠpressure	 ﾠfrom	 ﾠCP	 ﾠ“higher-ﾭ‐ups”,	 ﾠdistributors	 ﾠtook	 ﾠa	 ﾠnegative	 ﾠattitude	 ﾠtoward	 ﾠselling	 ﾠCP	 ﾠ
products,	 ﾠand	 ﾠexpanding	 ﾠbusiness	 ﾠin	 ﾠother	 ﾠbrands	 ﾠunder	 ﾠthe	 ﾠCP	 ﾠbrand	 ﾠbecame	 ﾠa	 ﾠcommonly	 ﾠknown	 ﾠ
business	 ﾠpractice.	 ﾠThe	 ﾠ“order	 ﾠwithin	 ﾠconfusion”	 ﾠon	 ﾠwhich	 ﾠNetwork	 ﾠ1	 ﾠprided	 ﾠitself	 ﾠincluded	 ﾠthe	 ﾠoperators’	 ﾠ
partial	 ﾠabandonment	 ﾠof	 ﾠCP.	 ﾠ[not	 ﾠclear	 ﾠwhat	 ﾠthis	 ﾠmeans—Trans.]	 ﾠCP	 ﾠeventually	 ﾠtook	 ﾠnote	 ﾠof	 ﾠthis,	 ﾠdespite	 ﾠ
the	 ﾠfact	 ﾠthat	 ﾠCP	 ﾠannual	 ﾠsales	 ﾠvolume	 ﾠwas	 ﾠstill	 ﾠquite	 ﾠremarkable.	 ﾠHowever,	 ﾠthe	 ﾠrate	 ﾠof	 ﾠincrease	 ﾠwas	 ﾠ
gradually	 ﾠfalling,	 ﾠand	 ﾠin	 ﾠcontrast	 ﾠthe	 ﾠincrease	 ﾠrates	 ﾠregistered	 ﾠby	 ﾠimportant	 ﾠCP	 ﾠcompetitors	 ﾠwere	 ﾠbetter	 ﾠ
than	 ﾠCP’s	 ﾠdespite	 ﾠthe	 ﾠsmaller	 ﾠbase	 ﾠfigures	 ﾠof	 ﾠtheir	 ﾠsales.	 ﾠCP	 ﾠsaw	 ﾠthis	 ﾠas	 ﾠa	 ﾠdangerous	 ﾠsignal	 ﾠand	 ﾠtried	 ﾠto	 ﾠ
make	 ﾠadjustments	 ﾠat	 ﾠthe	 ﾠgovernance	 ﾠlevel.	 ﾠ	 ﾠ
	 ﾠ
2.  Localization	 ﾠand	 ﾠVerticalization:	 ﾠIncentive	 ﾠand	 ﾠGovernance	 ﾠEndeavors	 ﾠof	 ﾠTwo	 ﾠOrientations	 ﾠ	 ﾠ
The	 ﾠgoal	 ﾠof	 ﾠmany	 ﾠstrategies	 ﾠin	 ﾠthe	 ﾠcommercial	 ﾠfield	 ﾠis	 ﾠto	 ﾠcreate	 ﾠstable	 ﾠsocial	 ﾠrelationships.	 ﾠ	 ﾠOnce	 ﾠstable	 ﾠ
social	 ﾠrelationships	 ﾠare	 ﾠformed,	 ﾠsignals	 ﾠabout	 ﾠprices	 ﾠand	 ﾠproduct	 ﾠstrategies	 ﾠare	 ﾠcommunicated	 ﾠamong	 ﾠ
enterprises	 ﾠ(Fligstein,	 ﾠ2008).	 ﾠWith	 ﾠthis	 ﾠin	 ﾠmind,	 ﾠCP	 ﾠset	 ﾠup	 ﾠtwo	 ﾠadditional	 ﾠnetworks—Network	 ﾠ2	 ﾠand	 ﾠ
Network	 ﾠ3—and	 ﾠimplemented	 ﾠcautious	 ﾠreforms.	 ﾠAt	 ﾠthe	 ﾠgovernance	 ﾠlevel,	 ﾠNetwork	 ﾠ2	 ﾠtried	 ﾠout	 ﾠChinese-ﾭ‐
style	 ﾠweihu	 ﾠfangzhi,	 ﾠand	 ﾠNetwork	 ﾠ3	 ﾠemphasized	 ﾠvertical	 ﾠmanagement	 ﾠof	 ﾠdistributors	 ﾠand	 ﾠterminal	 ﾠ
markets.	 ﾠBased	 ﾠon	 ﾠthe	 ﾠgovernance	 ﾠlines	 ﾠof	 ﾠthinking	 ﾠof	 ﾠthese	 ﾠtwo	 ﾠnetworks,	 ﾠin	 ﾠterms	 ﾠof	 ﾠincentive	 ﾠ
strategy	 ﾠthe	 ﾠincentive	 ﾠawards	 ﾠby	 ﾠNetwork	 ﾠ2	 ﾠwere	 ﾠconducted	 ﾠen	 ﾠbloc	 ﾠ[cheng	 ﾠtuan	 ﾠkuai]	 ﾠon	 ﾠplatforms	 ﾠ
centered	 ﾠon	 ﾠlarge	 ﾠdistributors,	 ﾠwhereas	 ﾠNetwork	 ﾠ3’s	 ﾠincentives	 ﾠworked	 ﾠaccording	 ﾠto	 ﾠthe	 ﾠvertical	 ﾠ
principle	 ﾠand	 ﾠemphasized	 ﾠmanufacturers	 ﾠtaking	 ﾠdirect	 ﾠcharge	 ﾠof	 ﾠand	 ﾠcontrolling	 ﾠthe	 ﾠinterests	 ﾠof	 ﾠmore	 ﾠ
participants.	 ﾠ	 ﾠ
	 ﾠPrior	 ﾠto	 ﾠNetwork	 ﾠ2,	 ﾠthere	 ﾠwere	 ﾠlatex	 ﾠpaints	 ﾠand	 ﾠwood	 ﾠcoatings	 ﾠamong	 ﾠthe	 ﾠcivilian-ﾭ‐use	 ﾠpaints	 ﾠand	 ﾠ
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post-ﾭ‐sales	 ﾠtechnology	 ﾠrequired	 ﾠfor	 ﾠapplying	 ﾠwood	 ﾠcoatings,	 ﾠsales	 ﾠvolumes	 ﾠof	 ﾠthese	 ﾠwere	 ﾠmuch	 ﾠsmaller	 ﾠ
than	 ﾠthose	 ﾠof	 ﾠlatex	 ﾠpaints	 ﾠalthough	 ﾠboth	 ﾠwere	 ﾠsold	 ﾠin	 ﾠthe	 ﾠsame	 ﾠNetwork	 ﾠ1	 ﾠstores.	 ﾠHowever,	 ﾠthe	 ﾠlocal	 ﾠ
privately	 ﾠoperated	 ﾠHR	 ﾠCompany	 ﾠhad	 ﾠscored	 ﾠnotable	 ﾠachievements	 ﾠin	 ﾠterms	 ﾠof	 ﾠwood	 ﾠcoatings.	 ﾠCP	 ﾠ
referenced	 ﾠthe	 ﾠHR	 ﾠCompany	 ﾠmodel	 ﾠto	 ﾠset	 ﾠup	 ﾠits	 ﾠNetwork	 ﾠ2.	 ﾠ
	 ﾠHR	 ﾠwas	 ﾠin	 ﾠShunde	 ﾠ(Guangdong)	 ﾠwhere	 ﾠa	 ﾠfurniture	 ﾠindustry	 ﾠcluster	 ﾠis	 ﾠlocated.	 ﾠThe	 ﾠneeds	 ﾠof	 ﾠthe	 ﾠfurniture	 ﾠ
industry	 ﾠfor	 ﾠwood	 ﾠcoatings	 ﾠpromoted	 ﾠHR’s	 ﾠdevelopment,	 ﾠafter	 ﾠwhich	 ﾠit	 ﾠadvanced	 ﾠto	 ﾠmarkets	 ﾠnationwide.	 ﾠ
They	 ﾠhelped	 ﾠemployees	 ﾠthey	 ﾠsent	 ﾠout	 ﾠto	 ﾠset	 ﾠup	 ﾠindependent	 ﾠmarketing	 ﾠcompanies,	 ﾠwhich	 ﾠbecome	 ﾠHR	 ﾠ
distributors.	 ﾠThese	 ﾠdistributors	 ﾠsecured	 ﾠbusiness	 ﾠdistricts	 ﾠin	 ﾠprovinces	 ﾠand	 ﾠbecame	 ﾠHR’s	 ﾠdistributor	 ﾠ
networks.	 ﾠIt	 ﾠwas	 ﾠrare	 ﾠin	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry	 ﾠfor	 ﾠa	 ﾠcompany	 ﾠto	 ﾠcontrol	 ﾠdistributors	 ﾠin	 ﾠsuch	 ﾠa	 ﾠ
relax	 ﾠmanner	 ﾠand	 ﾠit	 ﾠwas	 ﾠprecisely	 ﾠfor	 ﾠthis	 ﾠreason	 ﾠthat	 ﾠHR—distributor	 ﾠrelationships	 ﾠwere	 ﾠso	 ﾠclose.	 ﾠThe	 ﾠ
“HR	 ﾠservice	 ﾠcenters,”	 ﾠan	 ﾠimportant	 ﾠservice	 ﾠsystem	 ﾠin	 ﾠthe	 ﾠHR	 ﾠnetwork,	 ﾠwere	 ﾠthe	 ﾠhub	 ﾠof	 ﾠthe	 ﾠentire	 ﾠHR	 ﾠ
manufacturer—distributor	 ﾠnetwork.	 ﾠThe	 ﾠcenter’s	 ﾠbusiness,	 ﾠas	 ﾠfor	 ﾠexample	 ﾠfree	 ﾠafter-ﾭ‐sales	 ﾠcoatings,	 ﾠ
consisted	 ﾠof	 ﾠshou	 ﾠci	 ﾠyun	 ﾠzuo	 ﾠ[first-ﾭ‐time	 ﾠoperations]	 ﾠin	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry.	 ﾠThe	 ﾠobjective	 ﾠof	 ﾠ
other	 ﾠbusiness	 ﾠoperations	 ﾠwas	 ﾠto	 ﾠmobilize	 ﾠdistributors,	 ﾠin-ﾭ‐store	 ﾠsalespersons,	 ﾠand	 ﾠpainters	 ﾠand	 ﾠcoaters	 ﾠ
to	 ﾠparticipate	 ﾠin	 ﾠbrand	 ﾠpromotion	 ﾠand	 ﾠproduct	 ﾠsales.	 ﾠDistributors	 ﾠprovided	 ﾠthe	 ﾠcenters	 ﾠwith	 ﾠoffice	 ﾠspace	 ﾠ
and	 ﾠpersonnel,	 ﾠwhile	 ﾠHR	 ﾠgave	 ﾠthem	 ﾠguidance	 ﾠin	 ﾠtheir	 ﾠwork	 ﾠand	 ﾠused	 ﾠthe	 ﾠcenters	 ﾠas	 ﾠplatforms	 ﾠto	 ﾠspread	 ﾠ
the	 ﾠcompany’s	 ﾠinfluence.	 ﾠThe	 ﾠguidance	 ﾠgiven	 ﾠto	 ﾠthese	 ﾠservice	 ﾠcenters	 ﾠwas	 ﾠsuccinct	 ﾠand	 ﾠeffective,	 ﾠone	 ﾠ
example	 ﾠbeing	 ﾠthe	 ﾠsales-ﾭ‐technique	 ﾠtraining	 ﾠknown	 ﾠas	 ﾠ“use	 ﾠwood	 ﾠcoatings	 ﾠto	 ﾠpromote	 ﾠlatex	 ﾠpaints.”	 ﾠThis	 ﾠ
training	 ﾠcourse	 ﾠhad	 ﾠfound	 ﾠthat	 ﾠthe	 ﾠpaint-ﾭ‐and-ﾭ‐coatings	 ﾠprocess	 ﾠconsisted	 ﾠof	 ﾠattending	 ﾠto	 ﾠwooden	 ﾠ
furniture	 ﾠbefore	 ﾠpainting	 ﾠand	 ﾠcoating	 ﾠwalls,	 ﾠand	 ﾠthereupon	 ﾠdeveloped	 ﾠtargeted	 ﾠtraining	 ﾠin	 ﾠguided	 ﾠpaint-ﾭ‐
and-ﾭ‐coating	 ﾠpurchases.	 ﾠThis	 ﾠwas	 ﾠthe	 ﾠfirst	 ﾠtime	 ﾠsystematic	 ﾠtraining	 ﾠin	 ﾠsales	 ﾠskills	 ﾠwas	 ﾠconducted	 ﾠin	 ﾠthe	 ﾠ
paint	 ﾠand	 ﾠcoatings	 ﾠindustry.	 ﾠTrained	 ﾠstore	 ﾠemployees	 ﾠcould	 ﾠuse	 ﾠsales	 ﾠskills	 ﾠto	 ﾠrecommend	 ﾠwood	 ﾠcoatings	 ﾠ
to	 ﾠconsumers,	 ﾠand	 ﾠthen	 ﾠrecommend	 ﾠlatex	 ﾠpaints	 ﾠthat	 ﾠwould	 ﾠbe	 ﾠused	 ﾠnext.	 ﾠConsumers	 ﾠoften	 ﾠresponded	 ﾠ
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 ﾠThe	 ﾠCP	 ﾠCompany	 ﾠhired	 ﾠformer	 ﾠhigh-ﾭ‐level	 ﾠHR	 ﾠmanagers	 ﾠto	 ﾠset	 ﾠup	 ﾠa	 ﾠwood	 ﾠcoating	 ﾠdistributor	 ﾠnetwork,	 ﾠi.e.	 ﾠ
Network	 ﾠ2.	 ﾠNetwork	 ﾠ2	 ﾠconsisted	 ﾠof	 ﾠabout	 ﾠsixty	 ﾠdistributors.	 ﾠA	 ﾠminority	 ﾠof	 ﾠthese	 ﾠwas	 ﾠselected	 ﾠfrom	 ﾠ
Network	 ﾠ1.	 ﾠMore	 ﾠwere	 ﾠattracted	 ﾠby	 ﾠthe	 ﾠnetwork’s	 ﾠmanagement	 ﾠlevel	 ﾠfrom	 ﾠthe	 ﾠlumber	 ﾠindustry	 ﾠand	 ﾠ
related	 ﾠfields.	 ﾠThe	 ﾠ“turfs”	 ﾠthat	 ﾠNetwork	 ﾠ2	 ﾠdistributors	 ﾠcould	 ﾠmake	 ﾠuse	 ﾠof	 ﾠwere	 ﾠsomewhat	 ﾠlarger	 ﾠthan	 ﾠ
those	 ﾠof	 ﾠNetwork	 ﾠ1.	 ﾠ	 ﾠNetwork	 ﾠ2’s	 ﾠoperating	 ﾠmethods	 ﾠwere	 ﾠlike	 ﾠthose	 ﾠof	 ﾠthe	 ﾠafore-ﾭ‐mentioned	 ﾠHR	 ﾠ
distributor	 ﾠnetwork.	 ﾠIt	 ﾠrequired	 ﾠthat	 ﾠdistributors	 ﾠset	 ﾠup	 ﾠ“CP	 ﾠservice	 ﾠcenters,”	 ﾠthe	 ﾠbusiness	 ﾠmethods	 ﾠof	 ﾠ
which	 ﾠwere	 ﾠsimilar	 ﾠto	 ﾠthose	 ﾠof	 ﾠthe	 ﾠHR	 ﾠservice	 ﾠcenters.	 ﾠ	 ﾠCP	 ﾠalso	 ﾠlaunched	 ﾠa	 ﾠbatch	 ﾠof	 ﾠwood	 ﾠcoatings	 ﾠthat	 ﾠ
comprised	 ﾠnew	 ﾠbusiness	 ﾠconcepts	 ﾠand	 ﾠthat	 ﾠwere	 ﾠsold	 ﾠonly	 ﾠwithin	 ﾠNetwork	 ﾠ2,	 ﾠas	 ﾠa	 ﾠconcentrated	 ﾠform	 ﾠof	 ﾠ
recompense	 ﾠfor	 ﾠNetwork	 ﾠ2’s	 ﾠdistributors.	 ﾠNetwork	 ﾠ2	 ﾠbrought	 ﾠabout	 ﾠsubstantial	 ﾠincreases	 ﾠin	 ﾠCP’s	 ﾠsales	 ﾠ
performance	 ﾠin	 ﾠterms	 ﾠof	 ﾠwood	 ﾠcoatings.	 ﾠ	 ﾠ
	 ﾠThe	 ﾠfactors	 ﾠconsidered	 ﾠfor	 ﾠNetwork	 ﾠ3’s	 ﾠverticalized	 ﾠgovernance	 ﾠwere	 ﾠthree-ﾭ‐dimensional.	 ﾠConsideration	 ﾠ
was	 ﾠgiven	 ﾠto	 ﾠthe	 ﾠinfluences	 ﾠof	 ﾠthe	 ﾠCP	 ﾠnetwork’s	 ﾠexternal	 ﾠenvironment	 ﾠin	 ﾠaddition	 ﾠto	 ﾠthe	 ﾠnetwork’s	 ﾠ
existing	 ﾠgovernance	 ﾠproblems.	 ﾠOne	 ﾠof	 ﾠthese	 ﾠinfluences	 ﾠwas	 ﾠadjustment	 ﾠin	 ﾠthe	 ﾠmanufacturing	 ﾠstructure	 ﾠ
within	 ﾠthe	 ﾠpaint-ﾭ‐and-ﾭ‐coatings	 ﾠindustry	 ﾠand	 ﾠthe	 ﾠfrequent	 ﾠenterprise	 ﾠmergers	 ﾠand	 ﾠcapital	 ﾠrestructurings.	 ﾠ
CP,	 ﾠfor	 ﾠexample,	 ﾠbought	 ﾠup	 ﾠmany	 ﾠsmall	 ﾠpaint-ﾭ‐and-ﾭ‐coatings	 ﾠenterprises,	 ﾠwhile	 ﾠthe	 ﾠafore-ﾭ‐mentioned	 ﾠHR	 ﾠ
Company	 ﾠwas	 ﾠpurchased	 ﾠby	 ﾠan	 ﾠAmerican	 ﾠpaint-ﾭ‐and-ﾭ‐coatings	 ﾠmanufacturer.	 ﾠAnother	 ﾠinfluence	 ﾠwas	 ﾠthe	 ﾠ
overall	 ﾠdeployments	 ﾠin	 ﾠChina’s	 ﾠmarket	 ﾠby	 ﾠlarge	 ﾠforeign	 ﾠretailers—partners	 ﾠin	 ﾠthe	 ﾠmarketing	 ﾠdomain.	 ﾠFor	 ﾠ
example,	 ﾠB&Q,	 ﾠthe	 ﾠBritish	 ﾠconstruction	 ﾠmaterials	 ﾠsupermarket	 ﾠchain,	 ﾠstarted	 ﾠto	 ﾠset	 ﾠup	 ﾠstores	 ﾠin	 ﾠ
Mainland	 ﾠChina	 ﾠin	 ﾠ1999,	 ﾠand	 ﾠby	 ﾠ2008	 ﾠhad	 ﾠopened	 ﾠup	 ﾠmore	 ﾠthan	 ﾠsixty	 ﾠlarge	 ﾠbuilding	 ﾠmaterials	 ﾠ
supermarkets	 ﾠin	 ﾠtwenty-ﾭ‐six	 ﾠcities.	 ﾠSuper-ﾭ‐sized	 ﾠdimensions	 ﾠgave	 ﾠmore	 ﾠpowers	 ﾠof	 ﾠinitiative	 ﾠto	 ﾠlarge	 ﾠ
retailers	 ﾠduring	 ﾠcommercial	 ﾠnegotiations	 ﾠand	 ﾠput	 ﾠa	 ﾠgreat	 ﾠdeal	 ﾠmore	 ﾠpressure	 ﾠon	 ﾠnew	 ﾠmanufacturers.	 ﾠ
	 ﾠUnder	 ﾠthe	 ﾠdual	 ﾠpressures	 ﾠof	 ﾠindustry	 ﾠrestructuring	 ﾠand	 ﾠthe	 ﾠmarket,	 ﾠCP	 ﾠtried	 ﾠout	 ﾠvarious	 ﾠchanges.	 ﾠIn	 ﾠ
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would	 ﾠdo	 ﾠaway	 ﾠwith	 ﾠsimplistic	 ﾠand	 ﾠslipshod	 ﾠbusiness	 ﾠpatterns	 ﾠand	 ﾠrecapture	 ﾠCP’s	 ﾠgradually	 ﾠvanishing	 ﾠ
status	 ﾠas	 ﾠa	 ﾠcommercial	 ﾠcenter.	 ﾠ	 ﾠ
	 ﾠNetwork	 ﾠ3	 ﾠhas	 ﾠapproximately	 ﾠa	 ﾠhundred	 ﾠdistributors,	 ﾠmost	 ﾠof	 ﾠwhom	 ﾠwere	 ﾠselected	 ﾠfrom	 ﾠNetwork	 ﾠ1.	 ﾠIf	 ﾠ
Network	 ﾠ2	 ﾠused	 ﾠ“service	 ﾠcenters”	 ﾠto	 ﾠoptimize	 ﾠthe	 ﾠmanagement	 ﾠand	 ﾠservices	 ﾠof	 ﾠmarketing	 ﾠterminals,	 ﾠ
Network	 ﾠ3	 ﾠused	 ﾠCP	 ﾠfranchise	 ﾠstores	 ﾠas	 ﾠplatform	 ﾠto	 ﾠfurther	 ﾠstrengthen	 ﾠtop-ﾭ‐down	 ﾠvertical	 ﾠmanagement	 ﾠof	 ﾠ
manufacturers.	 ﾠIts	 ﾠtrain	 ﾠof	 ﾠthought	 ﾠfound	 ﾠconcentrated	 ﾠexpression	 ﾠin	 ﾠits	 ﾠfranchise	 ﾠstores:	 ﾠFunds	 ﾠfor	 ﾠ
these	 ﾠwere	 ﾠprovided	 ﾠby	 ﾠdistributors,	 ﾠand	 ﾠCP	 ﾠtook	 ﾠpart	 ﾠin	 ﾠplanning	 ﾠthe	 ﾠfranchise	 ﾠstores’	 ﾠimage,	 ﾠdisplays,	 ﾠ
marketing,	 ﾠand	 ﾠmanagement.	 ﾠThis	 ﾠwas	 ﾠthe	 ﾠfirst	 ﾠtime	 ﾠthat	 ﾠCP	 ﾠbecame	 ﾠinvolved	 ﾠin	 ﾠretail	 ﾠoperations	 ﾠthat	 ﾠ
were	 ﾠformerly	 ﾠgiven	 ﾠover	 ﾠto	 ﾠdistributors,	 ﾠand	 ﾠit	 ﾠvigorously	 ﾠurged	 ﾠboth	 ﾠparties	 ﾠto	 ﾠgo	 ﾠfrom	 ﾠsupply	 ﾠand	 ﾠ
marketing	 ﾠrelations	 ﾠover	 ﾠto	 ﾠvertical	 ﾠcooperation.	 ﾠThe	 ﾠactions	 ﾠof	 ﾠCP,	 ﾠas	 ﾠan	 ﾠinfluential	 ﾠindustry	 ﾠleader,	 ﾠ
were,	 ﾠas	 ﾠpreviously,	 ﾠthe	 ﾠsubject	 ﾠof	 ﾠconcern	 ﾠand	 ﾠconjecture,	 ﾠand	 ﾠcolleagues	 ﾠin	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠ
industry	 ﾠwent	 ﾠthere	 ﾠas	 ﾠcustomers	 ﾠto	 ﾠvisit	 ﾠand	 ﾠobserve.	 ﾠThey	 ﾠmaintained	 ﾠthat	 ﾠNetwork	 ﾠ3	 ﾠis	 ﾠthe	 ﾠmost	 ﾠ
leading-ﾭ‐edge	 ﾠmarketing	 ﾠsystem	 ﾠin	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry.	 ﾠOther	 ﾠmanufacturers	 ﾠwere	 ﾠalmost	 ﾠ
simultaneously	 ﾠworking	 ﾠon	 ﾠsimilar	 ﾠplans.	 ﾠ
	 ﾠThe	 ﾠtwo	 ﾠnew	 ﾠnetworks	 ﾠmade	 ﾠadjustments	 ﾠto	 ﾠincentive	 ﾠrules	 ﾠand	 ﾠincreased	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠnew	 ﾠ
incentive	 ﾠrecipients.	 ﾠFirst	 ﾠof	 ﾠall,	 ﾠCP	 ﾠdecided	 ﾠto	 ﾠreduce	 ﾠthe	 ﾠversatile	 ﾠmarket	 ﾠtendency	 ﾠ[linghuo	 ﾠshicang	 ﾠ
qingxiang]	 ﾠof	 ﾠits	 ﾠincentive	 ﾠstrategy,	 ﾠtake	 ﾠback	 ﾠthe	 ﾠdistributors’	 ﾠpower	 ﾠto	 ﾠdecide	 ﾠthe	 ﾠprice	 ﾠof	 ﾠpurchases	 ﾠ
and	 ﾠhave	 ﾠthese	 ﾠdecided	 ﾠby	 ﾠthe	 ﾠcompany’s	 ﾠhigh-ﾭ‐level	 ﾠdepartments,	 ﾠand	 ﾠchanged	 ﾠmanufacturer	 ﾠsales	 ﾠ
promotions	 ﾠinto	 ﾠforeseeable	 ﾠmanufacturer	 ﾠdiscounts	 ﾠto	 ﾠdistributors	 ﾠand	 ﾠconsumers.	 ﾠSecondly,	 ﾠyearly	 ﾠ
deductions,	 ﾠas	 ﾠyanhou	 ﾠmanzu	 ﾠde	 ﾠ[delayed]	 ﾠsharing	 ﾠof	 ﾠbenefits,	 ﾠoffered	 ﾠtoo	 ﾠmuch	 ﾠroom	 ﾠfor	 ﾠmaneuver	 ﾠ
and	 ﾠwere	 ﾠtherefore	 ﾠcanceled.	 ﾠCP	 ﾠtook	 ﾠthis	 ﾠopportunity	 ﾠto	 ﾠpass	 ﾠon	 ﾠto	 ﾠdistributors	 ﾠthe	 ﾠprofit-ﾭ‐making	 ﾠ
method	 ﾠof	 ﾠearning	 ﾠstable	 ﾠprofits	 ﾠthrough	 ﾠstable	 ﾠretail	 ﾠprices.	 ﾠAlso,	 ﾠNetwork	 ﾠ2	 ﾠand	 ﾠNetwork	 ﾠ3	 ﾠ
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incentives	 ﾠwere	 ﾠthe	 ﾠretail	 ﾠsales	 ﾠguides	 ﾠengaged	 ﾠby	 ﾠdistributors,	 ﾠand	 ﾠsales	 ﾠguides	 ﾠwho	 ﾠproduced	 ﾠgood	 ﾠ
performances	 ﾠwere	 ﾠgiven	 ﾠrewards	 ﾠin	 ﾠthe	 ﾠform	 ﾠof	 ﾠbonuses	 ﾠor	 ﾠwages.	 ﾠThe	 ﾠmeasure	 ﾠbrought	 ﾠthe	 ﾠ
distributors’	 ﾠretail	 ﾠsales	 ﾠguides	 ﾠwithin	 ﾠthe	 ﾠforeign-ﾭ‐funded	 ﾠmanufacturers’	 ﾠmanagement	 ﾠsystems	 ﾠand	 ﾠ
constituted	 ﾠa	 ﾠkind	 ﾠof	 ﾠencouragement	 ﾠfor	 ﾠthe	 ﾠsales	 ﾠguides.	 ﾠ	 ﾠ
	 ﾠ
V.	 ﾠ	 ﾠThe	 ﾠStagnant	 ﾠCP	 ﾠNetworks:	 ﾠThe	 ﾠDifficulties	 ﾠin	 ﾠGovernance	 ﾠof	 ﾠForeign	 ﾠPaint	 ﾠand	 ﾠCoatings	 ﾠEnterprises	 ﾠ
	 ﾠMarkets	 ﾠalways	 ﾠevolve	 ﾠthrough	 ﾠthree	 ﾠstages—from	 ﾠemergence	 ﾠto	 ﾠstability	 ﾠand	 ﾠcrisis	 ﾠ(Fligstein,	 ﾠ2008).	 ﾠ
Network	 ﾠ2	 ﾠand	 ﾠNetwork	 ﾠ3	 ﾠwere	 ﾠendeavors	 ﾠby	 ﾠthe	 ﾠmanufacturer	 ﾠto	 ﾠbreak	 ﾠout	 ﾠof	 ﾠthis	 ﾠcycle	 ﾠwhen	 ﾠit	 ﾠ
realized	 ﾠthe	 ﾠinadequacy	 ﾠof	 ﾠNetwork	 ﾠ1.	 ﾠIf	 ﾠthe	 ﾠinteractive	 ﾠpattern	 ﾠof	 ﾠeconomic	 ﾠorganizations	 ﾠis	 ﾠdefined	 ﾠas	 ﾠ
markets,	 ﾠhierarchies	 ﾠ(keceng),	 ﾠand	 ﾠnetworks	 ﾠ(Powell,	 ﾠ1990),	 ﾠCP’s	 ﾠNetwork	 ﾠ1	 ﾠput	 ﾠits	 ﾠfaith	 ﾠin	 ﾠthe	 ﾠmarket	 ﾠ
and	 ﾠhanded	 ﾠits	 ﾠmarkets	 ﾠover	 ﾠto	 ﾠdistributors;	 ﾠNetwork	 ﾠ2	 ﾠtended	 ﾠto	 ﾠdiffer	 ﾠfrom	 ﾠthe	 ﾠmarket	 ﾠand	 ﾠhierarchy	 ﾠ
structure/network	 ﾠand	 ﾠadopted	 ﾠa	 ﾠlocalized	 ﾠway	 ﾠof	 ﾠnetworking;	 ﾠwhereas	 ﾠNetwork	 ﾠ3	 ﾠleaned	 ﾠtoward	 ﾠ
hierarchy	 ﾠand	 ﾠendeavors	 ﾠto	 ﾠinternalize,	 ﾠverticalize,	 ﾠand	 ﾠformally	 ﾠinstitutionalize	 ﾠmarket	 ﾠmanagement,	 ﾠ
and	 ﾠpartially	 ﾠretrieved	 ﾠdomains	 ﾠoriginally	 ﾠgiven	 ﾠover	 ﾠto	 ﾠmarket	 ﾠcompetition.	 ﾠA	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠ
distributor	 ﾠnetwork	 ﾠcomprising	 ﾠthree	 ﾠsub-ﾭ‐networks	 ﾠwas	 ﾠunique	 ﾠin	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry,	 ﾠand	 ﾠ
Network	 ﾠ1,	 ﾠNetwork	 ﾠ2,	 ﾠand	 ﾠNetwork	 ﾠ3	 ﾠrespectively	 ﾠrepresented	 ﾠthree	 ﾠdifferent	 ﾠconsiderations	 ﾠabout	 ﾠthe	 ﾠ
governance	 ﾠorientation	 ﾠof	 ﾠa	 ﾠtransnational	 ﾠorganization	 ﾠin	 ﾠChina.	 ﾠThe	 ﾠfact	 ﾠthat	 ﾠCP	 ﾠstill	 ﾠmaintains	 ﾠthree	 ﾠ
sub-ﾭ‐networks	 ﾠindicates	 ﾠthat	 ﾠCP	 ﾠhas	 ﾠdifficulty	 ﾠin	 ﾠdeciding	 ﾠwhich	 ﾠnetwork	 ﾠis	 ﾠthe	 ﾠbest.	 ﾠThe	 ﾠdifficult	 ﾠchoice	 ﾠ
of	 ﾠthe	 ﾠCP	 ﾠNetwork	 ﾠin	 ﾠterms	 ﾠof	 ﾠgovernance	 ﾠorientations	 ﾠepitomizes	 ﾠthe	 ﾠdevelopmental	 ﾠstrategy	 ﾠ
adjustments	 ﾠby	 ﾠforeign	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠmanufacturers	 ﾠin	 ﾠChina,	 ﾠand	 ﾠtestifies	 ﾠto	 ﾠthe	 ﾠendeavors	 ﾠmade	 ﾠ
by	 ﾠforeign	 ﾠmanufacturers	 ﾠas	 ﾠwell	 ﾠas	 ﾠtheir	 ﾠchoices	 ﾠamong	 ﾠmarketization,	 ﾠlocalization,	 ﾠand	 ﾠ
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paint	 ﾠand	 ﾠcoatings	 ﾠindustry,	 ﾠthe	 ﾠentire	 ﾠindustry	 ﾠis	 ﾠundecided	 ﾠabout	 ﾠwhat	 ﾠto	 ﾠdo	 ﾠin	 ﾠthis	 ﾠgovernance	 ﾠ
quandary.	 ﾠ	 ﾠ
	 ﾠAs	 ﾠthe	 ﾠmatter	 ﾠof	 ﾠthe	 ﾠCP	 ﾠNetwork’s	 ﾠthree	 ﾠsub-ﾭ‐networks	 ﾠremains	 ﾠunresolved,	 ﾠa	 ﾠdecision	 ﾠfrom	 ﾠthe	 ﾠ
conglomerate	 ﾠhas	 ﾠonce	 ﾠagain	 ﾠtriggered	 ﾠtremors	 ﾠabout	 ﾠthe	 ﾠCP	 ﾠNetwork.	 ﾠThe	 ﾠCP	 ﾠNetwork	 ﾠwas	 ﾠcreated	 ﾠby	 ﾠ
high-ﾭ‐level	 ﾠmanagement	 ﾠpersonnel	 ﾠin	 ﾠaccordance	 ﾠwith	 ﾠthe	 ﾠChina	 ﾠexperience	 ﾠand	 ﾠtheir	 ﾠunderstanding	 ﾠof	 ﾠ
academic	 ﾠtrends	 ﾠregarding	 ﾠthe	 ﾠmarket,	 ﾠlocalization,	 ﾠand	 ﾠthe	 ﾠvertical	 ﾠintegration	 ﾠof	 ﾠorganizations.	 ﾠThese	 ﾠ
high-ﾭ‐level	 ﾠmanagement	 ﾠpersonnel	 ﾠenjoyed	 ﾠsubstantial	 ﾠpowers	 ﾠof	 ﾠself-ﾭ‐determination	 ﾠwithin	 ﾠthe	 ﾠnetworks	 ﾠ
they	 ﾠcreated,	 ﾠbut	 ﾠa	 ﾠmajor	 ﾠpersonnel	 ﾠadjustment	 ﾠat	 ﾠthe	 ﾠconglomeration	 ﾠtransferred	 ﾠaway	 ﾠthe	 ﾠformer	 ﾠCEO,	 ﾠ
and	 ﾠa	 ﾠlarge	 ﾠnumber	 ﾠof	 ﾠmedium-ﾭ‐	 ﾠand	 ﾠhigh-ﾭ‐level	 ﾠmanagers	 ﾠplus	 ﾠbasic	 ﾠemployees	 ﾠhave	 ﾠleft	 ﾠthe	 ﾠCP	 ﾠcompany	 ﾠ
and	 ﾠnetwork.	 ﾠAmong	 ﾠthese	 ﾠpeople	 ﾠwere	 ﾠmost	 ﾠof	 ﾠthe	 ﾠCP	 ﾠemployees	 ﾠinterviewed	 ﾠduring	 ﾠthis	 ﾠstudy.	 ﾠ
Developments	 ﾠat	 ﾠthe	 ﾠCP	 ﾠNetwork	 ﾠhave	 ﾠbeen	 ﾠtemporarily	 ﾠsuspended	 ﾠalong	 ﾠwith	 ﾠthese	 ﾠchanges.	 ﾠHowever,	 ﾠ
CP	 ﾠhas	 ﾠbeen	 ﾠseen	 ﾠas	 ﾠa	 ﾠ“training	 ﾠschool”	 ﾠof	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry,	 ﾠmuch	 ﾠimportance	 ﾠis	 ﾠplaced	 ﾠon	 ﾠ
its	 ﾠexperience,	 ﾠand	 ﾠthe	 ﾠemployees	 ﾠthat	 ﾠhave	 ﾠleft	 ﾠit	 ﾠwere	 ﾠrecruited	 ﾠby	 ﾠindustry	 ﾠcolleagues.	 ﾠThis	 ﾠchange	 ﾠ
will	 ﾠtake	 ﾠthe	 ﾠCP	 ﾠnetwork’s	 ﾠgovernance	 ﾠthinking	 ﾠto	 ﾠother	 ﾠenterprises	 ﾠin	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry.	 ﾠ
This	 ﾠdeserves	 ﾠfurther	 ﾠfollow-ﾭ‐up	 ﾠresearch	 ﾠon	 ﾠthe	 ﾠpaint	 ﾠand	 ﾠcoatings	 ﾠindustry.	 ﾠ	 ﾠ
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